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PUBLIC LAW 480 AMENDMENTS 


THURSDAY, JUNE 2, 1960 


House or REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D.C. 
The committee met, pursuant to notice, at 10 a.m., in room 13810, 
New House Office Building, Hon. Harold D. Cooley (chairman) pre- 


siding. 


Present: Representatives Cooley (chairman), Poage, Grant, Gath- 
ings, Abernethy, Albert, Abbitt, Hagen, Johnson of “Wisc onsin, Jen- 
nings, Matthews, Breeding, Stubblefield, Hogan, Levering, Dague, 
McIntire, Dixon, Quie, Short, Mrs. May, Pirnie and Latta. 

Also present: Christine S. Gallagher, clerk; Hyde H. Murray, 


assistant clerk; John J. Heimburger -, counsel ; and Francis M. LeMay, 
consultant. 


The Cuarrman. The committee will please be in order. 

We have before us this morning several bills as follows: H.R. 9725, 
introduced by Mr. Boggs; H.R. 11609, introduced by Mr. McGovern: 
H.R. 12292, introduce ed by Mr. Gathings: and H.R. 12104, introduced 
by myself. They will be made a part of the record at this point. 


(H.R. 9725, H.R. 11609, H.R. 12104, H.R. 2292, and H.R. 12605 
follow :) 


(H.R. 9725, 86th Cong., 2d sess.] 


A BILL To amend section 104 of the Agricultural Trade Development and Assistance Act 
of 1954 to eliminate the ceilings on the use of foreign currencies for informational and 
educational activities carried on with funds provided under authority of that Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (h) of section 104 of the 
Agricultural Trade Development and Assistance Act of 1954 (7 U.S.C. 1704 (h) ) 
is amended by striking out “, not in excess of $1,000,000 a year in any one coun- 
try for a period of not more than five years in advance,”’. 

Sec. 2. Subsection (i) of such section is amended by striking out the proviso 
therein 

Sec. 3. Subsection (r) of such section is amended by striking out “not more 


than a total amount equivalent to $2,500,000 may be made available for this 
purpose during any fiscal year, but” 


[H.R. 11609, 86th Cong., 2d sess.] 


A BILL To broaden the provisions of law governing the distribution of our surplus 
agricultural commodities to the needy in foreign nations 

it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That the third sentence of section 203 of the 

Agricultural Trade Development and Assistance Act of 1954 (7 U.S.C. 17238) is 

amended by striking out “ports of entry abroad” and inserting in lieu thereof 
“points of entry into the nation where the commodies are to be used.”. 

Src. 2. Section 416 of the Agricultrural Act of 1949 (7 U.S.C. 1431) is amended 

by adding at the end thereof the following new sentence: “For the purpose of 
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clause (4), food commodities shall be considered to be used in the assistance 
of needy persons if they are used (1) for recompensing persons employed in 
projects for the construction of public works which are constructed on a com- 
munity effort basis, or (2) for compensating persons in the nation where the 
food commodities are to be used for processing such commodities into a more 
readily usable form.” 


[H.R. 12104, 86th Cong. 2d sess. ] 
A BILL To amend the Agricultural Trade Development and Assistance Act of 1954 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development 
and Assistance Act of 1954, as amended, is further amended as follows: 

(1) Section 104 of such Act is amended— 

(a) by adding at the end of subsection (e) the following new sentence: 
“Interest and principal payments received on such loans shall remain with 
and be available to the Export-Import Bank for additional loans under this 
subsection ;” ; 

(b) by inserting a semicolon after subsection (r) and adding the fol- 
lowing new subsection : 

“(s) For transfer to the International Development Association in such 
amounts as may be provided by agreement with the nation from which the 
foreign currency was obtained, to provide supplementary resources for use 
in accordance with the articles of agreement of that organization ;”’. 

(2) Title I of such Act is amended— 

(a) by adding at the end thereof a new section, as follows: 

“Sec. 110. In order to facilitate the establishment of national food re- 
serves in underdeveloped countries, surplus agricultural commodities may 
be made available by the President for such reserve purposes pursuant to 
an agreement with the recipient country requiring that payment shall be 
made when such commodities sre withdrawn from the reserve, except that 
no payment shall be required for any quantities of such commodities which 
are used by agreement of the President and the Government of the recipient 
country for purposes provided for in section 201 of this Act, which agree- 
ment may provide for replacement of commodities so used under section 
201. Agreements under which commodities are provided pursuant to this 
section shall specify whether any payment made thereunder shall be in for- 
eign currency or in dollars, and the purposes authorized under section 104 
of this Act for which any such foreign currency payments may be used. 
In negotiating agreements under this section the President shall give effect 
to the requirements prescribed in section 101 for agreements entered into 
under that section.” 

(b) by inserting the words “or for grant” after the words “domestic 
exporters” in item (1) of subsection (a) of section 102, and by inserting 
the words “or grant” after the word “sale” in item (2) of subsection (a) 
of section 102. 

(3) Section 202 of such Act is amended by striking out “The” at the begin- 
ning thereof and inserting “In order to facilitate the utilization of surplus agri- 
enltural commodities in meeting the requirements of needy peoples. and in order 
to promote economic development in underdeveloped areas in addition to that 
which can be accomplished under title I of this Act, the’. 

(4) Section 203 of such Act is amended by inserting before the period at the 
end of the third sentence “and charges for general average contributions arising 
out of the ocean transport of commodities transferred pursuant hereto, may be 
paid from such funds.” 


[A.R. 12292. 86th Cong., 2d sess.] 


A BILL To amend the Agricultural Trade Development and Assistance Act of 1954, as 
amended, to provide that whenever cotton is bartered or exchanged, either the identical 
eotton acquired from Commodity Credit or an equal quantity of substitute cotton shall 
be exported 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 303 of the Agricultural Trade 
Development and Assistance Act of 1954, as amended, is amended by adding 
after the end of the third sentence the following new sentence: “For the pur- 








to 


he 
ng 


be 


as 
cal 
all 


Fes 
de 
ng 
aur- 


PUBLIC LAW 480 AMENDMENTS 3 


poses of this section, whenever cotton is bartered or exchanged, either the 
identical cotton acquired from Commodity Credit Corporation or an equal 
quantity of substitute cotton shall be exported: Provided, That when substitute 
cotton is exported in whole or in part, the total cost in United States Dollars 
(basis free on board vessel, United States port) at which each shipment of 
cotton was acquired by the foreign importer from the United States firm, as 
evidenced by a true copy of the invoice certified by such United States firm, 
must equal or exceed the exchange value of the cotton acquired from the Com- 
modity Credit Corporation. 


[H.R. 12605, 86th Cong., 2d sess.] 


A BILL To amend section 104 of the Agricultural Trade Development and Assistance Act 
of 1954 to eliminate the ceilings on the use of foreign currencies for informational and 
educational activities carried on with funds provided under authority of that Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (h) of section 104 of the 
Agricultural Trade Development and Assistance Act of 1954 (7 U.S.C. 1704 (h)) 
is amended by striking out “, not in excess of $1,000,000 a year in any one country 
for a period of not more than five years in advance,”. 

Sec. 2. Subsection (i) of such section is amended by striking out the proviso 
therein. 


» 


Sec. 3. Subsection (r) of such section is amended by striking out “not more 
than a total amount equivalent to $2,500,000 may be made available for this pur- 
pose during any fiscal year, but”. 

The Cuatrman. Our first witness is Mr. Clarence Miller, Assistant 
Secretary of the Department of Agriculture. We will be very glad to 
hear you now. 

[ notice that you have a prepared statement which I assume has been 
made available to all members of the committee. 

Mr. Miturr. Yes, sir, I have, and it has been made available. 

The CuarrmMan. You may proceed as you desire. 

Mr. Mituer. I wish to read the statement. It is rather long, but 
I think it will answer a good many questions you have in mind this 
morning. 

I have with me on my right, Dr. Myers, Administrator, Foreign 
Agricultural Service; to his right, Mr. Willis, Director, Office of Inter- 
national Finance, Treasury Department; and to my left Mr. O’Leary, 
Assistant Administrator of the Foreign Agriculture Service. 

The CuatrMan. You may proceed. 


STATEMENT OF HON. CLARENCE L. MILLER, ASSISTANT SECRE- 
TARY, U.S. DEPARTMENT OF AGRICULTURE; ACCOMPANIED BY 
MAX MYERS, ADMINISTRATOR, FAS; P. M. O’LEARY, ASSISTANT 
ADMINISTRATOR, FAS; WINGATE UNDERHILL, ASSISTANT DEP- 
UTY ADMINISTRATOR, CSS; HOWARD P. DAVIS, DEPUTY DIREC- 
TOR, FOOD DISTRIBUTION DIVISION, AMS; SYLVESTER MEYERS, 
SALES MANAGER, CSS; AND NATHAN KOENIG, SPECIAL ASSIST- 
ANT TO THE ADMINISTRATOR, AMS, U.S. DEPARTMENT OF 
AGRICULTURE; AND GEORGE WILLIS, DIRECTOR, OFFICE OF 
INTERNATIONAL FINANCE, TREASURY DEPARTMENT 


Mr. Mitier. Mr. Chairman and members of the committee, I ap- 
preciate the opportunity to discuss with you today proposed amend- 
ments of Public Law 480 (the Agricultural Trade Shnciogeue and 
Assistance Act of 1954). 
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We are nearing the completion of fiscal year 1960 programing. 
Agreements signed during the year have already established a record 
high. Exports continue high in total as well as those under title I 
foreign currency sales. 


EMPHASIS ON DOLLAR SALES 


In previous testimony before this committee we have emphasized 
the Department’s policy to promote dollar exports of agricultural 
commodities. We continue tos upport this policy. 

During the 6 years Public Law 480 has been in operation, about 
two-thirds of our agricultural exports have been commercial sales 
outside the Government programs of Public Law 480 and the Mutual 
Security Act. Commercial sales for dollars have been especially 
prominent during the current year. The value of U.S. agricultural 
exports in this fiscal year ending this month is expected to total $4.5 
billion, second only to the record a of 1956-57, which was stimu- 
lated by the Suez crisis. Of this total, about $3.3 billion represents 
commercial sales for dollars. This a equals the record year for 
dollar exports, 1951-52, which was also stimulated by an international 
crisis, the Korean conflict 


FISCAL YEAR 1960 PUBLIC LAW 480 OPERATIONS 


On the other hand, we are promoting vigorously the use of food 
for peaceful purposes through Public Law 480 programs, particu- 
larly title [ foreion currency sales. We are making consicde rable 
progress toward the objective of still greater utilization of U.S. ag- 
ricultural surpluses abroad. Multivear agreements, such as those 
negotiated with the Governments of India and Pakistan, highlight 
these efforts. 

Kmphasis is now being given to negotiation of title I agreements 
on a multiyear basis. This will assure recipient countries of an ade- 
quate supply of commodities over a longer period and will permit 
more effective procurement and shipping operations. 

Multiyear agreements were entere dj into this fiseal vear with Colom- 

Peru, Pakistan, and India. The agreements with Colombia and 
Peru provide for shipment of wheat over a 3-year period. The Pakis- 
tan agreement involves about 37 million bushels of wheat for ship- 
ment over a 2-year period. 

The agreement with India provides for the shipment of nearly 
600 million bushels of wheat and 22: million bags of rice over a 4-year 
period. This is the first agreement signed for more than 3 years. 

We plan to continue to negotiate multivear agreements for com- 
modities such as wheat ae are clearly in surplus to countries where 


there is apparent rac ‘for Anct eased consumption. Obviously, 
the number of multiyear agreements that can be negotiated is limited. 

Exports under title I during the current year are expected to reach 
at least S800 million at world market prices, or about 18 percent of 
total U.S. agricultural export 

Agreements signed under t itle [ this vear total a record $1.6 billion 
in terms of cost to the ¢ ‘commodity Credit Co rporation and more than 
$1 billion in terms of world market price This level was achieved 
even though the programing figures take into account only the first 


vear of the 4-year program negotiated with India last month. 


| 
| 
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Exports under title I of Public Law 480 have been especially im- 
portant this year for particular commodities. For example, about 
300 million bushels of wheat, or about 60 percent of total U.S. wheat 
exports, are expected to move under title I. Feed grain exports will 
approximate 60 million bushels; also, nearly 10 million bags of rice, 
40 million pounds of tobacco, 600 million pounds of soy bean oil and 
cottonseed oil, and about 700, 000 bales of cotton. 

Tables are attached to this statement showing title I programing 
for the fiscal year 1960 in terms of dollar amounts and approximate 
quantities of commodities and planned uses of foreign currencies. 

Also attached is a draft bill submitting proposed language to amend 
Public Law 480. In furtherance of the food-for-peace program, we 
request the Congress to amend title I to permit grants of food for 
the establishment of national food reserves in food deficit countries, 
and to permit transfer of title 1 foreign currencies to the International 
Development Association. Our request as originally submitted and 
incorporated in H.R. 12104 also provided for amendments of title IT 
to use grant commodities in economic development and to authorize 
payment of general average claims arising out of ocean shipping of 
grant commodities. These provisions have already been enacted in 
the Mutual Security Act of 1960 as amendments to Public Law 480. 


ESTABLISHMENT OF NATIONAL FOOD RESERVES UNDER TITLE I 


The national food reserve amendment proposes to make food com- 
modities, principally wheat, available to underdeveloped countries 
to help them meet consumption needs in times of emergency. Wheat 
for reserve purposes would be financed under the title I program and 
would move directly through private trade channels in the same man- 
ner as presently operated title I programs. 

Collection of the foreign currency equivalent of the sales prices 
aud be delayed until the wheat is withdrawn for use through com- 
mercial outlets. On the other hand, payment of the foreign currency 
could be waived for quantities used for emergencies resulting from 
floods or other disasters which the United States determined justified 
the granting of food under the provisions of title II of Public Law 480. 

This proposal is designed to help unde srdeveloped countries which 
are subject to recurring crop shortages. In times of such shortages, 
consumption of wheat, for example, is cut back substantially while 
programs are developed to import food. Establishment of national 
reserves would serve to maintain consumption levels while imports 
are arranged for and begin to arrive. Such reserves also could be used 
to promptly meet needs resulting from natural disasters such as floods. 

The total quantity of wheat and other commodities which might be 
exported for national food reserves would be relatively small com- 
pared with annual U.S. exports. 

Mr. Poacr. Would you rather that we ask questions as you go 
along? 

Mr. Mitier. Whichever you wish, Mr. Poage. 

The Cuarrman. I think, probably, it would be better if he finished 
his statement and you deferred your questions until later. 

Do you prefer to be interrupted and answer questions, or would you 
prefer to complete the statement ? 

Mr. Mitirr. I would prefer to complete the statement. 
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Mr. Poacer. I was thinking that I might have forgotten about my 
questions, if we waited until we got through with the statement. The 
statement is rather long. 

The CuHarrman. Maybe Mr. Miller desires it that way. [Laughter.] 

Mr. Mitter. Countries importing food for reserve purposes would 
own the commodity and would be responsible for the cost of storage 
and for storage and handling operations necessary to maintain the 
reserves. Certain safeguards ‘required by the U nited States, however, 
would be specified in the title I agreement authorizing such reserves, 


USE OF FOREIGN CURRENCIES BY THE INTERNATIONAL 
DEVELOPMENT ASSOCIATION 


Our legislative recommendation contains language to add a new 
section 104(s) to title 1 of Public Law 480 which would permit the 
transfer of part of the sales proceeds to the International Develop- 
ment Association. 

Senate Resolution 264, 85th Congress, requested the executive 
branch to consider the establishment of an International Develop- 
ment Association as an affiliate of the International Bank for Recon- 
struction and Development (commonly called the World Bank). The 
executive directors of the World Bank formulated articles of agree- 
ment for establishing the proposed IDA, and these articles are now 
before Congress and other member countries of the Bank for approval. 

As you know, the World Bank has contributed significantly to the 
economic development of its members for 14 years. The proposed 
new affiliate is designed to promote the economic development of less- 
developed member countries by providing finance on terms more fav- 
orable than conventional loans. 

Countries subscribing to the Association are divided into two cate- 
gories: one group, including the United States, is made up of eco- 
nomically stronger countries whose initial subscriptions of approxi- 
mately $763 million will be entirely in gold or convertible currencies. 
The remaining $237 million, making up the $1 billion total subscrip- 
tions, will be supplied by the group of less-deve loped countries, and is 
payable 10 percent in gold or convertible currencies and the remaining 
90 percent in their national currencies. Separate legislation is now 
before the Congress to provide for the U.S. subscription of $320.3 
million. 

In addition to the initial subscriptions, the articles of agreement au- 
thorize the IDA to receive, as “supplementary resources,” funds from 
one member in the currency of another member. Under this pro- 
vision, the United States would seek to transfer to IDA foreign 
currencies received in payment for agricultural commodities exported 
under title I of Public Law 480, and it is to this end that the amend- 
ment before you is directed. If this new currency use is enacted, we 
contemplate setting aside some of the proceeds from certain title I 
agreements for transfer to the IDA, for it to lend subsequently to the 
title I country. This set-aside, of course, must be negotiated with the 
country requesting the title I agreement. 

Amounts set aside in forthcoming agreements may be expected 
initially to approximate 10 percent of sales proceeds generated under 
the agreement, with set-asides from subsequent agreements with a 
country being determined in the light of experience in utilizing the 
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currencies already reserved. Like the section 104(g) funds for eco- 
nomic development loans to the foreign government, the funds trans- 
ferred to IDA would be regarded as a “country use.” We expect, how- 
ever, that the terms on w hich IDA lends these currencies would not be 
more favorable than the terms available under section 104(g). 

The United States will expect to have a right to ask for a division 
of the earnings accruing to IDA out of the use of these currencies, but 
in exercising “that right will take into account our holdings of and 
needs for a partic ular ¢ urrency for U.S. agency uses. W hile it is not 
contemplated that currencies would be transferred to the IDA on a 
basis involving an obligation of repayment, there would nevertheless 
be provision that in the event of liquidation of IDA or withdrawal 
from IDA by the United States or the country whose currency was 
transferred, these currencies or the loan obligations arising out of them 
would be returned to the United States. 

A representative of the Treasury Department is here today in the 
event clarification concerning the proposed International Develop- 
ment Association is desired. 


STATUS OF TITLE I FUNDS 


Last year’s extension of Public Law 480 provided an additional title 
I authorization of $1.5 billion for each of calendar years 1960 and 
1961, plus any amounts unused from previous authorizations. 

We carried into calendar year 1960 about $500 million which was not 
used under previous authorizations. Our total programing ceiling 
for calendar years 1960 and 1961 therefore was about $3.5 billion. 
The 4-year agreement with India and the 2-year wheat program with 
Pakistan have committed more than $2.2 billion of this total. With in- 
creasing emphasis to negotiate multiyear programs, we expect this au- 
thorization will be sufficient for programing through June 1961. 


USES OF FOREIGN CURRENCY 


As we have indicated in previous hearings, the use of title I sales 
proceeds is an attractive part of the title I agreement to recipient coun- 
tries. During the past year the pattern of allocating currencies among 
the various uses has changed. Amounts being loaned back to these 
countries for economic development continue to be the largest single 
currency use. Under existing agreements more than 45 percent 
of the total currencies to be generated is set aside for this purpose. 

Grants of currencies, also for economic development, have in- 
creased sharply as the size of title 1 programs has grown in certain 
countries. On a total basis to date, about 10 percent of the currencies 
will be granted to importing countries. Signed agreements during the 
current fiseal ; vear provide that the equiv: alent of about $285 million, 
or more than 25 percent of the total, will be used for economic de velop- 
ment cinta. “this amount for grants in fiscal year 1960 agreements 
exceeds the total amount set aside for this purpose during the first 
» vears of the prograin, 

‘The third use of currencies of direct benefit to the recipient country 
involves grants for military assistance. About 7 percent of the cur- 
rencies has been reserved for this purpose during the life of the title 
I program. The bulk of tiis use is concentrated in a few countries 











Ss PUBLIC LAW 480 AMENDMENTS 


important in mutual security operations. Currencies used by the 
United States include those for agricultural market development, 
loans to private business firms under the Cooley amendment, educ¢ 
tional and informational programs, and the construction of housing 
for military dependents. 

We are ‘pleased with our experience in conducting agricultural 
trade promot ion projec tsine oopel ration with ec ommodity trade groups. 
It was 5 years ago that the first market development project was 
signed by the Foreign Agri icultural Service and the National Cotton 
Council of America. Since that time, we have developed about 370 
projects in 40 countries, for which the Department has furnished 
$22 million in foreign currencies and the trade has furnished 7 million 
in dollars and services. 

We have witnessed expanded trade along all commodity lines as 
a result of these trade promotion projec ts. We have told the poultry 
story many times. It is worth repeating because the United States 
has become the world’s leading exporter of poultry meat, when only 
a few years ago U.S. exports of pou iltry were extreme ly small. Soy- 
bean e xports to Italy | have been increase d. The same is true for tobacco 

Thailand, France, and Japan; tallow to Japan; and cotton to 
France and Japan. 

A significant part of the trade promotion effort is the agricultural 
trade fair program. We have had exhibits in about 50 fairs to ac- 
quaint millions of potential customers with the availability and 
quality of U.S. farm products. 

We believe the program to loan currencies to private business firms 
under the Cooley amendment has also been partic - irly successful. 
The equivalent of more than $300 million is set aside for loans for 
this purpose. I need not go into detail as to the results of this pro- 
gram since I understand the Export-Import Bank of Washington 
from time to time gives progress reports to this committee. I do 
want to say, however, that these loans are contributing to the economic 
growth of underdeveloped countries and furnishing employment to 
many of their people. 

I would like to comment briefly on H.R. 12104, which proposes to 
make loan repayments from priv ate business firms available : again for 
the same type of loan-—in effect a revolving fund for Cooley “amend- 
ment loans. It was the intention of the executive branch to make rec- 
ommendations during this session of the Congress on the use of loan 
repayments, both with respect to the Cooley amendment and economic 
deve lopment loans. 

We have proceeded deliber: ately on this problem because (1) the 
size of loan re ae re has not yet become substantial and for the 
most part are salable by the Treasury for appropriated funds, and 
(2) the comp lexity of the problem warrants extensive study. Further 
complic ations arise because of operat ions of the Development Loan 
Fund and the International Devel es Association. Therefore, 
we are again requesting that legislation regarding the use of loan re- 
payments be deferred until the next session of the Congress. 


TITLE IV—LONG-TERM SUPPLY COMMITMENTS 


I am sure the committee is interested i hat the Department is 
doing to implement the new title IV cdetiel last September which 
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contemplates long-term commodity agreements to friendly countries 
on a dollar credit basis. 

The Department, under this new authority, has developed pilot pro- 
posals for countries in representative geographic areas and for com- 
modities which are in burdensome supply. These proposals also 
were developed with the objective of expanding dollar sales, retaining 
the U.S. share of the market, and facilitating increased consumption 
of agricultural] commodities. 

It is expected that the pilot programs will be ready for negotiation 
with the countries involved within 60 days. Experience gained in 
these pilot programs will provide a basis for future title [V program- 
ing. 

H.R. 11609 AND H.R. 12292 


In regard to H.R. 11609, the Department is not in favor of this 
bill. ‘The provisions of section 1 of this bill have already been en- 
acted by the Congress in the Mutual Security Act of 1960. 

We are opposed to section 2 because we do not feel it is consistent 
with the intent of section 416 of the Agricultural Act of 1949. We 
believe work relief projects entail complex administrative problems 
that can best be handled by direct U.S. control and supervision on a 
government-to-government basis, as provided for under title II of 
Public Law 480. At the same time we believe furnishing these com- 
modities to needy persons, free of any charge or other “payment, is 
more consistent with the voluntary agency program. Further, to use 
donated foods to pay for processing costs would displace normal 
markets. The processor in ac cepting payment in kind would, natu- 
rally, use the commodities so acquired in place of his normal pur- 
chases. 

H.R. 12292 proposes to amend Public Law 480 by making it optional 
whether cotton which is exported under a barter contract ‘be the iden- 
tical cotton acquired from CCC or an equal quantity of substitute 
cotton. It provides further that when substitute cotton is bartered 
or exchanged in whole or in part, the total cost in U.S. dollars (basis 
free on board vessel, U.S. port) at which each shipment of cotton we 
acquired by the foreign importer from the U.S. firm, as evidenced by 
a true copy of the invoice certified by such U.S. firm, is equal or exceeds 
the exchange value of the cotton acquired from the Commodity Credit 
Corporation. 

The Department is opposed to the enactment of this legislation. 

We have had experience in the past with programs w hich permitted 
the exportation of substitute cotton and with programs which did 
not permit substitution. It was possible under barter programs which 
permitted substitution for an exporter to buy expensive cotton from 
CCC, to sell this cotton in the domestic market, and to export cotton 
of a much lower value. A contractor taking advantage of this loop- 
hole was, in effect, bartering foreign materials both for cotton and for 
dollars rather th: un bartering for cotton alone, which is the manner 
in which we believe our program should operate. 

Under the present program, CCC is assured that the exchange value 
of the cotton will equal or exceed the value of the material. The 
cotton to be exported against a barter contract must be obtained from 
CCC, and such cotton must be exported. Thus CCC can now deter- 
mine that the value of the cotton is not less than the value of the 
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material. We do not believe that a plan based on the provisions of 
TL.R. 12292 would be workable. The only evidence of the value of 
the cotton bartered would be a certified copy of the seller’s invoice 
which would not necessarily have to reflect the actual quality of the 
cotton or its actual current market value. The Department has been 
criticized by the General Accounting Office and congressional com- 
mittees in connection with the procedure for determining the value of 
cotton exported under title I of Public Law 480. It has been con- 
tended that in spite of all the reviews and checks that we found it 
feasible to make, that some excess profits may have been made in con- 
nection with cotton so exported. Under the proposed bill, CCC would 
have to rely solely upon the exporter’s certification. Such certifica- 
tions, particularly where cotton is moved on consignment to an affili- 
ated organization in a foreign country, would have little significance 
and would place the small exporter who is not in a position to bill 
cotton toa foreign affiliate at a competitive disadvantage. 

It is our view that sufficient quantities of cotton are available for 
sale by CCC and listed in the catalog issued by the New Orleans of- 
fice to adequately fulfill foreseeable barter deals. We prefer to con- 
tinue to require the exportation of the identical cotton so that CCC 
may be in a position to know that it is in fact exchanging cotton to 
be exported for foreign materials to be imported w ithout permitting 
windfalls through the substitution of other cotton for that acquired 
from CCC. 

In addition to describing the amendments we are requesting, I 
have touched on some aspects of programing and other Public Law 
480 operations which we felt would be of interest to the committee. 

We will be glad to discuss any of these matters in greater detail 
and to answer other questions which you may have. 

(The tables attached follow :) 


U.S. DEPARTMENT OF AGRICULTURE, FOREIGN AGRICULTURAL SERVICE, 
WASHINGTON, D.C. 


Title 1, Public Law 480: Agreements signed from beginning of program (as 
modified by purchase authorization transactions) through May 26, 1960 


Esti- 

| { Market | mated 

| value Ocean ccc 

| excluding trans- | cost in- 

No. | Country | Date signed | ocean | porta- cluding 

| transpor- | tion ocean 

tation | | trans- 

| | | porta- 

| tion 
1- 22 Fiseal year 1955 = . a 326, O74 2k, ARS 465. 786 
23- 59 | F il year 1956 Mm 616, 317 56, WS2 957. 037 
60-100 | Fiseal vear 1957 908, 950 127, 069 , 471, 847 
101-135 | Fiseal year 1958 ts > 673, 210 58. 483 " 000, 613 
136-158 | Fiscal year 1959 799,366 | 100,874 | 1,204, 364 
159-187 | Fiscal year 1940 through Apr. 30, 1960 634,852 | 91,079 | 1,063, 998 
188 | India M 4 196 270, 240 18. 750 520, 70 
189 } Fir land May 6, 1960 100 100 

Sut tal, July 1 59, r h™M of 

1960 905, 202 139, 820 1, 593, 848 


Total, ll agreements ned throug! 
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A BILL To amend the Agricultural Trade Development and Assistance Act of 1954 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development 
and Assistance Act of 1954, as amended, is further amended as follows: 

(1) Section 104 of such Act is amended by inserting a semicolon after sub- 
section (r) and adding the following new subsection : 

“(s) For transfer to the International Development Association in such 
amounts as may be provided by agreement with the nation from which the for- 
eign currency was obtained, to provide supplementary resources for use in 
accordance with the Articles of Agreement of that organization ;” 

(2) Title I of such Act is amended— 

(a) by adding at the end thereof a new section, as follows 

“Sec. 110. In order to facilitate the establishment of national food re- 
serves in underdeveloped countries, surplus agricultural commodities may 
be made available by the President for such reserve purposes pursuant 
to an agreement with the recipient country requiring that payment shall 
be made when such commodities are withdrawn from the reserve, except 
that no payment shall be required for any quantities of such commodities 
which are used by agreement of the President and the Government of the 
recipient country for purposes provided for in section 201 of this Act, 
which agreement may provide for replacement of commodities so used under 
section 201. Agreements under which commodities are provided pursuant 
to this section shall specify whether any payment made thereunder shall 
be in foreign currency or in dollars, and the purposes authorized under 
section 104 of this Act for which any such foreign currency payments may 
be used. In negotiating agreements under this section the President shall 
give effect to the requirements prescribed in section 101 for agreements 
entered into under that section.” 

(b) by inserting the words “or for grant” after the words “domestic 
exporters” in item (1) of subsection (a) of section 102, and by inserting 
the words “or grant” after the word “sale” in item (2) of subsection (a) 
of section 102. 

EXPLANATION 

The foregoing amendment would 

(1) permit use of title I foreign currencies for transfer to the Inter- 
national Development Association ; 

(2) make surplus food commodities available to underdeveloped coun- 
tries under title I for national food reserves. 

The Cuatrman. Mr. Poage. 

) ~ ° 

Mr. Poace. I am going to come back to some of these matters which 
you have mentioned. 

I will have to be a little vague, because I, frankly, do not know what 
this bill is trying to do. I do not know anything about this bill. 

I understand it is a bill which the Department sent up to amend 
the act we passed last year extending Public Law 480. 

As I recall, at that time, there was opposition to an extension for 
more than 1 year; for instance, a 3-year extension. That was the 
position of the Department, was it not ? 

Mr. Mitter. The Department last year proposed a 1-year extension. 
I believe that the majority of the bills proposed longer extensions. 
And a 2-year extension was enacted and signed into law by the 
President. 

Mr. Poage. That is right. And I take it that you are in favor of 
that. I think it is clearly indicated that we ought to review Public 
Law 480 every year. What is your position on that now as to whether 
you want to review it every year / 

Mr. Mitier. Well, Mr. Poage, inasmuch as it has been extended for 
© period of 2 years the review for purposes of authorizing new funds 
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is not needed, but we are delighted to come up and review our opera- 
tions annually with you. 

Mr. Poace. You did send this bill up which Mr. Cooley introduced, 
H.R. 12104—that is the Department’s bill, is it not? 

Mr. Miuurr. Yes, it is; except for section (1) which was added by 
Mr. Cooley. We suggest amendments to Public Law 480 which per- 
mit us to establish food reserves and to exercise an additional cur- 
rency use, Mr. Poage. 

Mr. Poace. What other uses are there? Congress originally started 
out with Public Law 480 with the idea that the Government of the 
United States could get something out of these currencies. 

Mr. Mixer. Yes. 

Mr. Poacr. That was the thing which was sold to the American peo- 
ple, that with relation to people who did not have dollars, but did have 
their own currency, that we would get those foreign moneys, and with 
them we could buy what we needed in those countries. 

Do we find anything of a substantial nature or amount that we need 
that we can buy with these foreign currencies today ? 

Mr. Mriuxer. Let me say that this was not the only use that was con- 
templated for these currencies at the time. 

Mr. Poage. I know that. 

Mr. Mixer. At the time that we enacted the legislation. 

Mr. Poagr. At least, the basic idea was that ‘the United States 
would get something—the basic conception was that we could use 
the currency. Are we getting anything out of these foreign currencies 
that we can use today, [ mean, in substantial volume? I know that we 
are paying a few local expenses with them, but what large volume 
are we getting out of these foreign cur rencies / 

Mr. Mituer. We are using currently about 25 to 30 percent of these 
currencies for U.S. uses. They go to pay for housing, construction 
of embassies, and defraying of expenses, for furthering the work of 
the Foreign Agricultural Service in payment of salaries in our at- 
taché posts, for use in market dev elopment in cooperation with our 
cooperators here in the United States. The total amount reserved 
for these purposes is 29 percent. 

Mr. Poacr. Surely, market development would not account for most 
of that 29 percent; would it ? 

Mr. Mitier. What was that, Mr. Poage? 

Mr. Poacr. The market development. 

Mr. Mitier. What percent would you say was market develop- 
ment ¢ 

Mr. O’Leary. That uses only about 2 percent or less. The break- 
down is as follows: All U.S. agency uses which include market de- 
velopment, International E ducation Exe hange and other U.S. agency 
uses, amounts to 16.3 percent, and payment of U.S. obligations, where 
the Treasury sells the currency to Government agencies operating in 
the countries for their regular dollar appropriations, amounts to 12.4 
percent. The two categories total 29 percent. 

Mr, Mitirr. That is all on table 3 

Mr. Poacr. That is what? 

Mr. Mruter. That is on table 3, attached to my prepared statement. 
There is a brenkdown in that table. 
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The Cuarrman. How much would you say was being used for mar- 
ket promotion purposes? Did you say 2 percent? 

Mr. O’Leary. As of now—from the beginning it would be, I think, 
about 2 percent. 

The CuarrmaAn. You are authorized to use as much as 5 percent of 
that. 

Mr. O’Leary. Yes, sir. The 2 percent is the level of operation from 
the beginning of the program. 

Mr. Mrrirr. Since the beginning of the program itself we have 
used about 2 percent. It has increased in later years, and would be 
more than it would have been in the first year. We were not engag- 
ing in that type of operation originally. 

Mr. Poacr. Unless somebody explains these tables, we will not get 
too much from them. 

Will you turn to table 3 and tell me just how much we are using— 
how much money in dollar equivalent we have received under Public 
Law 480 up to the present time ? 

Mr. O’Leary. The total is at market value, $4,757,943,000. That is 
agreements signed through May 26, 1960. 

Mr. Poace. Yes. How much of that has been delivered ? 

Mr. O’Leary. More than 85 percent has been shipped against pro- 
graming at the time the Indian agreement was signed. The Indian 
agreement is the large agreement. And this will probably reduce it 
to between 80 and 85 percent. 

Mr. Poacr. That was about $4 billion ? 

Mr. O'Leary. It is about $3.9 shipped as of now. 

Mr. Poacr. Let us see how much we have used. We have talked 
about building foreign embassies. I think that is a good use for the 
money. 

How many foreign embassies have we built out of this money ? 

Mr. O’Leary. I cannot tell you. We can get the information. 

Mr. Mitter. It is relatively small. 

Mr. Poage. It will run less than $20 million; will it not ? 

Mr. Mixurr. I am sorry that I cannot say as to the amount, but I 
would say that it is relatively small. We will furnish that figure. I 
just do not know. 

Mr. Poace. And then tell us how much we have used to maintain 
the foreign embassies. 

Mr. Miter. All right, sir. 

(The information referred to follows:) 

The following data on purchase of foreign currencies are furnished by the 


State Department and relate to foreign currencies from all sources including 
Public Law 480: 


Purchase of foreign currencies by State Department Office of Foreign Buildings 


[Dollar equivalent value] 
Fiscal year: 


a a i sk alia $113, 382, 263 
ata eit enact ah ss es isbcs gdiein een mreeep ebb 5, 106, 938 
acacia eats in esin ewuver-eceniinepeapsiciregemes micgemareseagpigieoe: 10, 091, 830 
eather cs eg seasegiglacas vanes ovens cicaies nbescneiscneeicatbebldesd sStexRle dane 14, 844, 013 
a Rie CE Ih Sacha chat kab ta ban ais pean tcendpenichinentdiabhee we 19, 134, 002 
SED SPUN TRL, | RUOUON i ahi tnicads ices peda tlsemn gnciiacghiepgta actioned 7, 573, 248 

a i ead tara eatin ainda ts pp ineciedinantnahibonsinith 170, 082, 294 


1 Public Law 480 not significant as source of foreign currency prior to fiscal year 1956. 
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Separate figures on purchases of Public Law 480 foreign currencies are not 
available, but it is estimated that the above figures include $12 to $15 million of 
Public Law 480 currencies purchased by the Office of Foreign Buildings under 
section 104(f) of the act since inception of the program. The $12 to $15 million 
estimate has not been broken down as between acquisitions of buildings and 
maintenance and operation. 

The 1961 budget estimate for the Department of State includes a Foreign 
Building Office item specifically related to Public Law 480 for the first time in 
the amount of $4,850,000 requested under section 104(1) to buy foreign cur- 
rencies for the foreign buildings program. 

Mr. Poace. I think you mentioned something about paying Amer- 
ican obligations inane, did you not? How much in American dollars 
have we paid with this money, with this foreign currency # 

Mr. O’Leary. The amount being made available for that purpose 
is $602,672,000. ; 

Mr. Poace. Made available for that purpose, you say ¢ 

Mr. O’Leary. As to how much of that has actually been spent, I 
would have to check. 

Mr. Mriiuer. I think that it would be better for us to enter into the 
record, if you give us a list of these questions, that information, rather 
than for us to attempt to answer them here. I think that would be 
a better way. 

Mr. Poacr. That is the fallacy of these hearings, if we simply enter 
into the record something that I want to see, and no other member will 
look at it, it contributes nothing in the way of information. I think 
if we could get just a general idea at the present time, it would be 
better. That is, as to how much we have actually spent for these pur- 
poses. I am not criticizing you folks. I have bragged about them, 
too. That is, how we were using this foreign money to pay our 
expenses, but my opinion is now that we have not spent 1 percent of it 
to pay our expenses. The truth of the matter is that it 1s just being 
used and a great portion of it never comes to us. 

Do you know how much of these foreign currencies we have prom- 
ised to return to the nations that owe the obligations ? 

Mr. O'Leary. You mean in the way of loans and grants? 

Mr. Poacr. Yes. 

Mr. O’Leary. Yes; I can give you those figures. We have a table 
here on each item. I will give you the total. It shows $3,516,200,000 
allocated by the Bureau of the Budget for specific purposes as of 
December 31,1959. Of that $3.5 billion—— 

Mr. Poacr. That is $4.7 billion—that is not out of the $3.9 billion, 
is it, but out of the $4.7 billion ? 

Mr. O’Lerary. Yes, sir. 

Mr. Poacr. That would mean, roughly, 75 percent of it ? 

Mr. O'Leary. That is right. 

Mr. Poacr. Which has been returned ? 

Mr. O'Leary. It has been allocated for specific uses. 

Mr. Poacr. Of course, none of it has been paid ? 

Mr, O'Leary. There has been transferred to agency accounts, dif- 
ferent U.S. agency accounts, $2,059 million. 

Mr. Poace. What do you mean, “transferred to U.S. agency ac- 
counts” ? ? ; 
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Mr. O’Leary. Well, the funds that are collected go into a General 
Treasury account. When they are to be used, for whatever purpose, 
they are transferred to the specific agency which is responsible for 
that use. 

Mr. Poacr. About $2 billion has actually been used, and $1 billion 
is still there available for use ? 

Mr. O'Leary. It is not quite that. That which had been actually 
spent was $1,375 million as of December 31—that has actually been 
spent. We have that broken down by individual uses for that date. 

Mr. Poaae. That is, loans and grants to the countries. 

Mr. O'Leary. That is all uses, sir. 

Mr. Poace. I am talking about how much of this money has been 
turned back to the country in which we got it. That is all I want to 
know. 

Mr. O'Leary. On grants, there has been allocated $156 million: on 
loans to foreign governments, $1,957 million. Loans to private enter- 
prise, Cooley amendment, $282 million. 

Mr. Poace. And you said that only $150 million comes under that / 

Mr. O'Leary. For the economic development grant, $156 million. 

Mr, Poace. I understood that the Indian contract alone would pro- 
vide for a grant of 4214 percent of it. 

Mr. O’Leary. That is right, but those goods have not even been 
shipped. This report deals with currencies actually collected and on 
hand in the Treasu 

Mr. Poacr. Well, now, you are talking about currencies actually 
collected. And you told me that this was $4,700 million, which I 
thought included all agreements entered into. All I am trying to get 
at is whether we are talking on terms of what was promised or on 
terms of what we have done. I do not care which you use. Let us 
get some basis where we can understand what part of this money has 
gone back to the people. We have got $4,700 million committed ¢ 

Mr. O’Leary. That is right. 

Mr. Poace. Out of that $4,700 million, how much have you prom- 
ised to give back? 

Mr. O'Leary. 46.5 percent is in loans; $2,210,894,000. 

Mr. Poace. That is loans? 

Mr. O’Leary. Yes, sir. 

Mr. Poacre. What about grants? 

Mr. O'Leary. The grants are $324,809,000. 

Mr. Marrnews. That is loans? 

Mr. O’Leary. That is correct. That is loans to private enterprise. 
Here we are; $521 million is reserved for grants. 

Mr. Poacr. Approximately one-half billion dollars. Most of that 
is in the Indian contract, is it not ? 

Mr. O'Leary. The larger portion; yes. 

Mr. Poace. The Indian contract provides for what percentage to 
be given back to India? 

Mr. O'Leary. Forty-five percent. 

Mr. Poace. Forty-five percent / 

Mr. O'Leary. Well, no; I am sorry; it is 42 percent. 

Mr. Poace. Forty-two percent ? 

Mr. O’Leary. Yes. In this figure of $521 million, Mr. Poage, is only 
the first year’s portion of the Indian agreement. 
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Mr. Poacr. Well, is not the whole Indian agreement in this figure 
of $4,700 million ? 

Mr. O'Leary. No, sir; the first year only. 

Mr. Poace. Then I guess that we have got something comparable, 
have we not ? 

Mr. O’Leary. Yes, sir. 

Mr. Poacr. Now then, the next year, what about the percentage of 
grants ¢ 

Mr. O’Leary. In the Indian agreement ? 

Mr. Poace. Yes. 

Mr. O’Leary. The Indian agreement is in total 42-percent grant, 
42-percent loan, and the balance U.S. use. 

Mr. Poacr. Let us do a little figuring—4214-percent grants, 4214- 
percent loans—that is approxim: ately 85. percent total is it not ! 

Mr. O'Leary. Yes, sir. 

Mr. Poace. That leaves 15 percent—not 25 or 29 percent. Let us 
get that clear. It is 15 percent for U.S. use. I am saying that on 
the assumption that the Indian contract is our latest, big contract. 

Mr. O’Leary. That is right. 

Mr. Poace. And it is more nearly representative of the pattern you 
are now following than in any other deal ? 

Mr. O’Leary. I do not think that you can say the agreement with 
India is representative of the overall pattern, for two reasons. 

First, it is much larger than any other agr eement. 

Secondly, we have had more progr es in India than in any 
other country. Therefore, currencies 7 U.S. use are in much greater 
supply than in any other country. S$ ihe amount which will be 
needed for U.S. use in India in this igrecielbn and in future agree- 
ments is considerably smaller, percentagewise, than in other coun- 
tries. 

Mr. Poacr. Well now, we started out with no clear idea that we 
were going to make grants to anybody. Certainly, we did not tell 
the public about that. I know that I did not. Maybe you did. How- 
ever, I have not seen anything on it. Very frankly, I did not tell the 
public that. Do you know of anybody who did tell the public that 
you were starting, when we passed Public Law 480, on a program 
of giving large amounts of commodities to foreign countries? 

Mr. O’Leary. Public Law 480 was enacted in 1954. 

Mr. Poacr. When it was originally enacted we contemplated that 
we would make gifts to needy people i in foreign countries. That is in 
the original law. We did t: alk about that. I do not believe anybody 

felt that we originally intended that a large part of these foreign cur- 
rencies should be given away. 

Mr. O’Leary. Mr. Poage, the law as enacted in 1954 contained a 
specific currency use of grants of the sales proceeds for economic devel- 
opment purposes. In the beginning this authority was used very 
rarely, up until the past year. Up until that time the amount of 
grants made was very sm: all. 

Mr. Poacr. That is what I had in mind was going to happen. I 
think everybody had in mind, that that would happen. But nobody 
contemplated that it was going to be used except very sparingly; and 
as vous aid, for 5 vears it was used ver y spar ingly. 

Mr. O'Leary. That is right; yes, sir. 
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Mr. Poacr. Now, you come up and say that we have given away 
nearly half of what we thought we were getting. We did not sell 
India $1 billion worth of commodities. We gave India $450 million 
worth of commodities and sold some more. That is really what it 
comes down to, does it not ? 

Mr. O’Leary. On the condition that the currencies be used for 
specific economic development purposes. 

Mr. Poacer. I know that, but we did not even sell them $1 billion 
worth of commodities at all. We gave them a very substantial por- 
tion of it—and then we loaned her another substantial part of it. 

Mr. O’Leary. Of the currency. 

Mr. Poace. What? 

Mr. O’Leary. Of the currency. 

Mr. Poace. Yes; of the currency. So that, actually, when we talk 
about a sale I do not know that we are fooling the people of India— 
we may fool the people of the United States, but we are, cer tainly, 
not fooling anybody but ourselves when we talk about these big sales 
we have made. It is true that we sold part of those commodities to 
foreign countries. We gave away a large part of them, too. Wenow 
have this foreign aid bill on which there has been a lot of controversy 
on the floor. There has been considerable discussion about it there. 
Had we added $450 million in the foreign aid bill everybody would 
have been talking about it. But, effectively, you did add $450 million 
to the foreign aid bill, did you not ? 

Mr. Mixirr. To the foreign aid bill? No, sir; we did not add $450 
million. We may have received a large portion of the currencies for 
the Indian Government in the form of grants under Public Law 480, 
but we did not give it under the foreign aid bill. 

Mr. Poace. I know that you did not do that, but that is what I am 
saying—that is exactly the point. This administration has used Pub- 
lic Law 480 to supplement the foreign aid bill. 

Mr. Mixer. I think that we have used Public Law 480 to move 
the mountainous surplus of wheat we have, and also of cotton and 
tobacco and other commodities. 

Mr. Poacr. That is true. That is perfectly true. And if we had 
had a fire it would have done exactly the same thing. I am not ad- 
vocating the use of a fire to do it, but, as far as reduci ing these stocks 
of the Commodity Credit Corporation are concerned, you might as 
well have had a fire. It would have achieved the same results from 
that standpoint, would it not, so far as a return to the country is 
concerned ¢ 

Mr. Mutter. We are unable to stop the flow of the commodities into 
the Commodity Credit Corporation. And we have disposed of much 
of these mountainous surpluses that we once had. We attempted to 
dispose of it by whatever means of disposal at our command. 

Mr. Poace. I know that you did. 

Mr. Mutter. And Public Law 480 is one of them. 

Mr. Poacr. I am just trying to understand what the facts are. 
Sure, you did this. I am not saying that you did it without law. 
The effect of it was, however, to give away $450 million—I am say- 
ing that—and sell about $550 million worth of it. 

Mr. Mirxer. I would say that the effect was that, but the object 
was to move the surpluses that we had mounting up and 
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Mr. Poace. In other words, what you got for it was not important. 

Mr. Miter. Yes; definitely, that was the objective—or else we 
would not have had a formal contract spelling out the currency uses. 
The end results that we could have gotten might have been had by 
means of a fire, if we had not had any objective in mind. But we 
are getting the maximum benefits we could possibly get, considering 
the great amount of commodities that we need to move. 

Mr. Poacr. How do they know about it? You say that you are 
getting the maximum benefits. I visited India last year. My col- 
league, Mr. Jones, was with me. He is not present this morning. I 
wish he were. Mr. Jones and I came away from there with a very 
definite impression that they would have been glad to negotiate with 
us on the matter of buying for dollars—that is, for U.S. dollars—a 
very substantial amount of ‘wheat and of rice. 

What efforts were made—maybe Mr. Myers could tell us about 
that—what efforts were made to get India to buy for dollars? 

Mr. Miniter. Before we enter into any negotiations for title I, 
these negotiations are preceded by discussion. And as a part of these 
negotiations the normal purchase requirements are written mto the 
contract; that is, the normal dollar purchase requirement. They are 
the subject of a great deal of discussion, and there are points of 
differences, I might say, quite frankly, between the two countries. 
These points of differences have to be resolved. 

We are attempting to sell the maximum amount of wheat and 
other surplus commodities that we can sell for dollars, in every in- 
stance. And it is my opinion, sir, that we have moved the maximum 
amount to India and to other countries that we could move for dol- 
lars. We have not neglected to sell for dollars if at all possible to 
do so. And as a contingency to getting some of this wheat. under the 
foreign-currency sales programs such as you have outlined, we have 
made that sale contingent upon their accepting a goodly amount for 
dollars. The maximum amount that we can get them to take as the 
result of negotiation. 

Mr. Poace. You said that you based it upon their accepting a 
goodly amount of wheat for dollars. How much ? 

Mr. Max Myers. Mr. Poage, the current large agreement calls for 
the first year for the global marketing quota to be 400,000 tons, foreign 
exchange. The amount for subseque nt years will be negotiated each 
year. It is not anticipated it will be less. The. 400,000 tons is the 
maximum amount which could be obtained in these negotiations, and 
that was given very careful consideration and discussion. 

Mr. Poacr. Do I underst: and that they have committed themselves 
to 400,000 tons of American wheat ? 

Mr, Max Myers. Not American wheat. This is a global marketing 
quota, and we compete for it along with the other nations. 

Mr. Poacr. Do you mean that we made an agreement with India 
that she will buy 400,000 tons of wheat, wherever she can buy it? 

Mr. Mutter. Correct, sir. 

Mr. Poacr. And what. was to be used to pay for it? 

Mr. Mitire. Hard currency—conyertible currency. 

Mr. Poaar. Convertible into what ? 

Mr. Minter. In dollars—dollars or their equivalent. 

Mr. Poaae. I want to get that specific. 
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Mr. Miter. Dollar or dollar equivalent. 

Mr. Poacr. Are you speaking in dollars or English pounds? 

Mr. Miuier. There is not a great deal of difference in it. It isa 
convertible dollar or dollar equivalent. We speak of English pounds 
as a dollar equivalent. 

Mr, Poace. Certainly, there has been a good deal of currency that 
was convertible into English pounds that was not convertible into 
dollars. 

Mr. Mitter. What we are speaking about is commercial sales for 
hard currencies, Mr. Poage. We will say other than Indian rupees. 

Mr. Poaae. It does not include Indian rupees. It is 400,000 tons to 
be purchased on the world market. And if we can sell within that, 
we can sell it. Obviously, we will not sell much of it, will we? 

Mr. Miruer. Yes, sir. 

Mr. Poace. Are we? 

Mr. Mruuer. I do not know how much we can sell, but we are going 
to sell at competitive world market prices. 

Mr. Poacr. What amount? 

Mr. Muir. If we have got the quality of wheat to sell, which 
we have. 

Mr. Poace. There has been a subsidy put on our wheat. None of it 
is competitive, is it? We are getting about $1.17 or $1.18. 

Mr. Mitter. I am not talking about the U.S. domestic price, be- 
cause it is not competitive. I am talking about the price which is the 
world price of wheat. 

Mr. Poace. We are not going to sell any unless we subsidize it, 
are we? 

Mr. Mrtzer. We are not going to sell any if the domestic market 
price is our asking price of the wheat. 

Mr. Poace. I am trying to get this clear. I am not trying to trap 
you at all. Iam trying to get a record here, to find out where we are. 
We are not going to sell any wheat in India, of these 400,000 tons, 
except that whic h we subsidize the export of, are we? 

Mr. Murr. That is correct. 

Mr. Poace. That is what I thought. I thought that was right. 
The amount that we will sell will depend upon the amount of the 
export subsidy ? 

Mr. Miter. No. 

Mr. Poace. If we gave a dollar subsidy for export, we probably 
would sell it all, and if we gave 50 cents we probably would not sell 
any: is that not about right? 

Mr. Mitter. No, because we do not attempt to set subsidies in order 
to cut world prices. We set the subsidy daily in the United States to 
make up the difference between the established world market price and 
the domestic market price of wheat. 

Mr. Poaace. I understand that. I think I understand it a little bit 
better than I did before. We let people bid on this. I recognize that 
now. That is the way we do it. But I am saying that unless our 
subsidy is quite substantial we will not sell any of it. 

Mr. Muuer. Yes, sir; that is correct, unless it is substanti: ul enough 
to bring our domestic prices down to the world market price : that 
is correct. 
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The Cuarrman. How do you refer to this transaction with India 
as a Public Law 480 transaction when, as I understand it, India agreed 
to buy something in the world market and Public Law 480 agreement 
was not in that. 

Mr. Murr. That is one of the contingencies for getting an 
agreement. 

The Cuatrman. What is? 

Mr. Minter. That they will maintain their usual markets. The law 
requires that foreign-currency sales cannot displace dollar sales; that 
they be in addition to what they normally buy. 

The Cuarrman. In addition to what they normally would get? 

Mr. Miter. Yes, sir. 

Mr. Poaae. I want to make it clear before I drop this Indian matter 
that nobody in India told Mr. Jones and me they were going to buy for 
dollars large amounts of wheat or rice, but they told us why they 
were not doing it. I want to know if you gentlemen know why they 
would not. I think you do. Why were they refusing to buy with 
dollars? 

Mr. O’Leary. The Indian officials told us when the title I program 
was being negotiated that they made a thorough study of all parts of 
Public Law 480, and came to the conclusion that the only part of the 
law that would meet their needs was the title I program. That was 
when Minister Patil was here. India is running a foreign exchange 
trade deficit of about $430 million a year. For comparison against 
this deficit, the United States is putting foreign aid into India at 
the rate of about $380 million a year—in economic aid—including 
Public Law 480 and dollar loans. 

Mr. Poage. Let us go back to this proposition that you stated—and, 
I know, correctly —that you make every effort to try to sell for dollars. 
You stated without explaining what the efforts were. You made an 
effort to sell for dollars to India. Why could you not sell for dollars 
to India ? 

Mr. Mriuxer. She did not have the dollars with which to buy more 
wheat than what she agreed to. 

Mr. Poacr. I think I know why you could not do it, but I want you 
to say so. I was given a reason, I will say. Let us see if they gave 
you the same reason. What reason did they give you that they w ‘ould 
not buy for dollars if we would extend 40- to 50-year credit ? 

Mr. Max Myers. The total situation as seen by the Indian Govern- 
ment and as seen by ourselves, in a slightly different view, is that thev 
must maximize the use of their foreign exchange in getting the most 
economic development that they can from it, and this is for the inter- 
ests of the other free nations of the Western World. 

Mr. Poacr. If they buy on credit then, obviously, they are not 
using foreign currency. : 

Mr. Max Myers. It creates a dollar obligation in the relatively near 
future and in terms of their economic development objectives it is a 
question of earmarking foreign exchange for the purpose. 

Mr. Poacr. Did they tell you that was the reason ? 

Mr. Max Myers. I heard this from them; yes, sir. I heard it from 
various sources. 

Mr. Poacr. What other reason ? 

Mr. Max Myers. They gave me no other reason. 
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Mr. Poace. They did not? What did they say about our interest 
rate—were they pleased with our interest rate ¢ 

Mr. Max Myers. This has not come up in the discussions in which 
I have been present. 

Mr, Poace. You have not gotten very far, because they told my col- 
league and myself that they could buy and would buy for dollars if 
we would give them longtime credit at 2 percent interest rs ute. They 
said that, “If we have “ to 50 years in which to pay this at 2 percent, 
we can afford to carry it, but we cannot carry it at 4 percent, and we 
are not going to do so.” 

They were very frank about it. I find no criticism of the Indian 
Government in that respect. They made it very plain to us; that is, 
he spokesman for the Indian Government. We did talk to them and 
we were given to understand that if we would sell for longtime credit 
at 2 percent, they would repay in dollars. And they went into much 
detail and e xplained why they could repay in dollars over that period 
of time and that it might very well be more advantageous to — \ to 


have this obligation in dollars than to have us controlling such a large 


share of their local currency—that is, such a large pt te of their 
local currency. Of course, Congressman Jones and | had no idea that 
the United States was going to offer dean a gift of 4214 percent of 
what they received. 

Mr. Max Myers. I would like to just mention something of which 
I know you are very much aware, in that governments contain differ- 
ent viewpoints and factions, and what may be discussed with us or 
others by certain groups is not necessarily what you can negotiate on 
when an administration position of that government is put in. This 
affects what can or cannot be done. Iam sure that you appreciate that. 

Mr. Poace. Who suggested that it be a gift ? 

Mr. Max Myers. I did not, personally, have part in that discus- 
sion, so I cannot answer the question. 

Mr. Poace. Obviously, we did not make a gift of 42 percent, of 

$450 million, without you and Mr. Miller and Mr. Benson all know- 
ing about it. 

Mr. Max Myers. It is one thing to know about it, and another 
thing to answer who first suggested i 

Mr. Poage. I realize that, b ut, aie 
without your epalaaens would t] ley / 

Mr. Max Myers. Well, in such points of negotiation, usually they 
start with the suggestion or a request, as a bargaining point of the 
other government. 

Mr. Poacr. That is what I want to know. That is exactly the 
point I want to know. I want a straight answer; whether you sug- 
gested it—that is, the United States—or whether the Indian Gov- 
ernment suggested it ? 

Mr. Max Myers. What I would like to point out is that the Indian 
Government’s desires and requests started negotiations with our Em- 


ilv. nobody would suggest it 


bassy in the other country, And the request for orants, or the nego- 
tiations, were contained in that material at the time that it became 
a question here. 

Mr. Poacr. It is perfectly evident that the Indian Government 
would be glad to have an &5 percent gift. Certainly, they would 
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Who started this idea of reducing the amount of the debt by a gift? 
Where did it come from? Where did it develop ? 

Mr. Miter. Mr. Poage, it started in the original negotiation in 
India. I cannot tell you which side proposed it—which side made the 
original proposal as to how much of this contract would be in the 
form of a grant and how much otherwise. 

Mr. Poage. Did you authorize our representative in India along 
that line and suggest that we give them this? 

Mr. Mintzer. I do not know that they even suggested that they do so. 

Mr. Poacr. Did you authorize it?” Surely, we do not do business 
on the basis of sending somebody two-thirds of the way around the 
world and then have them suggest, “We will give you $450 million.” 
Surely, you do not have people do that. You have competent people. 
Surely, you do not have people in whom you have such great confi- 
dence that they go out and give away $450 million without some clear- 
ance with you beforehand, do you ? 

Mr. Max Myers. The early feelers and informal discussions brought 
the point up to where, I say, I do not know how it started—the dis- 
cussion within the administration which preceded the actual request, 
for formal instructions, included the U.S. position to bargain on a 
grant in this neighborhood. 

Mr. Poacr. In this neighborhood ? 

Mr. Max Myers. Then there would be more——— 

Mr. Poaar. In the neighborhood of 42.5 percent ? 

Mr. Max Myers. That is correct. The negotiations then were car- 
ried on in the other country and then, finally, again back here. 

Mr. Poacr. The thing, as I understand it—and I want to be sure 
that I understand it; it is very important—if I understand, you are 
answering my question and are saying that the Department here sent 
out these instructions, the guide lines, suggesting negotiation of a 42.5- 
percent grant ¢ 

Mr. Max Myers. That is answering that part of your question, but 
the part that I cannot answer is as to where the suggestion came from 
in the first place, because preliminary bargaining and negotiating had 
gone on before the formal steps took place. 

Mr. Poacr. Then the first formal suggestion of 42.5 percent came 
from the Department ? 

Mr. Max Myers. No; it did not. 

Mr. Mitier. You cannot say that. In negotiations you cannot say 
who proposed 42.5 percent, That is what Dr. Myers is stating— 
whether the Indian Government proposed 75 percent and we pro- 
posed 10 percent and, as a result of negotiations, they came to an 
agreement at about 42.5-percent grant as being feasible. Whether the 
Indi: an Government could not commit itself for repayment in rupees 
in an amount greater than that, either immediately or on a long-term 
basis, I do not know, but, as the result of the negotiations, the figure 
was reached. I cannot say who originated the 42.5 percent. It is the 
result of negotiations, offers, counteroffers, and a period of negotia- 
tion. 

Mr. Poagr. I understand that. 

Mr. O'Leary. If I may add one thing, Mr. Poage. That is, as to the 
12 percent of the total. A year ago certain policy decisions were 
made within the administration and it was determined that more 
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use would be made of grants for economic development. Secretary 
Miller testified to this before the Congress last year—that this was 
the administration policy. 

Mr. Hagen. Will you yield at that point / 

Mr. Poace. Yes. 

Mr. Hacen. Is it not true that granted commodity returns can only 
be spent on U.S. approved projects 4 

Mr. O’Leary. Under the law they must be used for economic de- 
velopment pacie purposes. As I si ay, Secretary Miller testified before 
the congressional committees last year that the administration had de- 
cided, particul: ily in countries where the program over a period of 
years had become large, where there were accumulated large amounts 
of local currencies available for U.S. use and where the total size 
of the loan component under 104(g) was getting to be substantial, 
that in the interest of maximizing the programs greater emphasis 
would be placed on grants in justifiable circumstances. 

Mr. Poacr. If we may understand, what countries do you mean— 
India, Brazil, and Spain; are those the countries ¢ 

Mr. Mier. India, Pakistan, and Indonesia would be a_ better 
description. 

Mr. Poacr. What about Spain—does it not meet all of the re- 
quirements ¢ 

Mr. O’Leary. Not exactly. In Spain we have a very large re- 
quirement for U.S. uses of Spanish pesetas. So Spain does not fall in 
that category. If I may just complete this ¢ 

Mr. Poage. All right; go ahead. 

Mr. O’Leary. During the course of the year we had a program with 
India and in furtherance of this administration policy, which was es- 
tablished at the highest levels for putting more emphasis on grants, it 
was determined in that previous Indian program that, of ‘the total 
amounts that were to go ee to the country in the form of loans and 
grants, 50 percent would be granted and 50 percent would be a loan. 

On the basis of that, in requesting this large program, the Indians 
requested that the grant be more than 50 percent of the country-use 
portion. The U.S. position was that we would not go above 50 per- 
cent of the country portion for grants. 

In the course of the negotiations this position was maintained. The 
only flexing of the U.S. position was that the country portion was in- 
creased slightly so that whereas in the first agreement the grant had 
been 40 percent of the total and 50 percent of the country’s use por- 
tion, in this last large agreement the grant is 42 percent of the total, 
but it is still 50 percent of the country-use portion. 

Mr. Poacr. Are you not telling us that the U.S. Government is the 
one that made the decision originally to grant large amounts of this 
money to these special foreign countries, “of which India is one, and 
it was the U.S. Government that originally made the decision to grant 
50 percent of the country portion, and that that was transmitted to 
the borrowing country; that is, that information ¢ 

Mr. O'Leary. No. 

Mr. Poacer. It was not? 

Mr. O’Leary. No, sir. 

Mr. Poacr. Was that made public in the United States? 

Mr. O’Leary. After the agreement was signed; yes, sir. 
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Mr. Poacr. After the Indian agreement was signed. I thought 
that you told us there was a decision, a policy decision—I want to be 
sure of this; I thought that this was a policy decision—made to grant 
it not to exceed 50 percent of the country-use portion. 

Mr. O'Leary. The policy decision—the overall policy decision 
which was made in the so-called Francis committee—the Interagency 
Committee on Agricultural Surplus Disposal—was for greater em- 
phasis on grants but not in any specific percentage. 

Mr. Poacr. That was made public; was it not? 

Mr. O’Leary. Yes, sir. Mr. Miller testified last year that greater 
emphasis would be placed on grants 

Mr. Poacr. And then the information was passed on and sent to the 
Indian Government; I do not mean that you did it in a note, but they 
got the information. 

Mr. O'Leary. Not that the grant would be at a particular level. 

Mr. Poacr. But that the policy would be not to exceed 50 percent ? 

Mr. O'Leary. No, sir. They knew that the policy had been adopted 
of placing greater emphasis on grants, but not at what level the grants 
would be. 

The first agreement that was negotiated came out with a grant of 
50 percent of the country-use portion, but that was arrived at through 
the negotiation process, as Dr. Myers has testified. 

Mr. P oace. Are you folks going any further now and suggesting 
larger grants, or do you not ‘intend to? Are you going to suggest 
larger grants in the future? 

Mr. Minter. I cannot answer that. 

Mr. Poace. That has been the history from the beginning of this 
program that you have recommended much larger grants as we have 
gone along. 

Last year, without saying anything to Congress about it, and you 
did not have to—I am not saying that you should have—where people 
agreed to pay back in dollars, or to maintain the value of their foreign 
currencies, you released them of that obligation; did you not? 

Mr. Miter. We eliminated the maintenance-of-value clause in loan 
agreements. 

Mr. Poacr. That was about a year ago. All I want to do is make 
it perfectly plain that you did that and at the same time you decided 
you ought to increase the amount that you would give these people. 
You took a contract then in existence and just unilaterally wrote off 
the obligation to maintain the value of the foreign currency; you did 
that ? 

Mr. Mitier. We did that for loan agreements after April 14, 1959. 

Mr. Poacr. And this decreased to the Commodity Credit Corpora- 
tion any money that would be coming to them. 

Mr. Mitirr. No; I cannot say that it precluded any from coming 
in that would otherwise have come in. This is the purpose, Mr. 
Poage—— 

Mr. Poacr. You did suggest that, where a contract was repayable 
in pesetas, that they could do so, without any mention of the value ? 

Mr. Miuier. I think there is a possibility after you have determined 
that there is no possibility of a country maintaining the level of re- 
payment called for in the contract that it can be renegotiated in order 
to more properly reflect what they can pay back. I think that is true. 
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Mr. Poace. I do not quite follow that. You mean to let them pay 
whatever they will, rather than to give an obligation to pay it back 
in something that will be worth so many dollars? Why do we not 
just say, “Just pay us what you want to at some time in the future.” 

Does it not come to about the same thing ? 

Mr. Max Myers. Most of the countries concerned, with the help and 
urging of other friendly nations, maintain fairly good fiscal arrange- 
ments and the payback is not affected much by the } presence or the lack 
of presence of a maintenance-of-value clause. 

In the case of a very few countries the point that Mr. Miller made 
was a very valid one. Our problem is to move the commodity and to 
do the best we can to move it and to get the most we can back, in one 
way or another. And the maintenance-of-value provision was ham- 
pering our operations in terms of getting sales agreements signed. 

Therefore, the decision was made to remove it. 

Mr. Poace. You could do a little more, though, if you would just 
say, “Just pay us whatever you want to whenever you want to”; could 
you not‘ 

Mr. Max Myers. In our judgment the total return to the United 
States, and the best prospects for the overall program would not be 
benefited by insisting on the maintenance-of-value clause and would 
not be benefited by trying to say no payment at all. We are using 
what we consider to be the best use of the legislation as it has been 
given to us. 

Mr. Poace. I thoroughly disagree with your judgment on that. 
However, you have a perfect right to that judgment. I am talking 
about the release of the maintenance-of-value provision already in 
existence in contracts. Iam not talking about something new. Doubt- 
less, you can sell people more of these commodities if they do not 
have to assure you that they will pay back a certain value of dollars. 

Undoubtedly, you can move more. Mr. Miller explained that you 
wanted to move these commodities regardless of what we get for them. 
Undoubtedly you would move more, but you do not move a bit more 
by telling somebody who made a contract 2 years ago that he need not 
maintain the v: = of the currency. 

Mr. Miter. I do not know of any of those cases where we said that 
where we have a contract in existence and that we are going to reduce 
the amount of money that is paid back. 

Mr. Poacr. Not reduce the amount of money, but remove the main- 
tenance of value clause from the contract 

Mr. O’Leary. There were no renegotiations. It is the policy of not 
having maintenance-of-value clauses applied in the loan agreements 
after April 14, 1959. 

Mr. Miter. It is the contracts from that date forward. 

Mr. Poage. You told us last year that you were planning to do it, 
and that you were going ahead to - it. That was part of the testi- 
mony. We urged you not to do it. This committee hoped that it 
might have some influence upon Sa action. 

It was just thrown out as a suggestion last year, because we thought 
it was sound, hoping that you might follow it. Did you not tell us 
last year, about a year ago, from that same seat that you are in now, 
that you had already stopped putting that clause in these contracts 
and that you would take it out of those that then were in existence? 
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Mr. Mitier. My recollection is—I have not read the testimony 
lately—that. what I stated was that I would not say that we would 
not do so in case we found it advisable to do so. 

Mr. Poage. That is, approximately, what you stated. 

Mr. O’Leary. You said that we would. 

Mr. Poacr. I said you would but I should have said that you refused 
to state that you would. 

Mr. Miuier. Yes, that is right. 

Mr. Poace, I am glad that you have gotten to that. 

Mr. Hagen. What policy considerations dictate a mixed grant and 
loan rather than a straight loan ? 

Mr. Muuer. I think their ability to pay back, Mr. Hagen—their 
ability to pay back in the stipulated time. 

I think, also, the size of the negotiation. For instance, this Indian 
negotiation, because of its magnitude, I think there were probably 
more grants given there than there would have been given if they 
had not taken quite so much. 

I think that the kind of projects that they propose to use these 
grants for has a great deal to do with the size of the grant. 

Mr. Hagen. There are U.S. approved projects in each instance 4 

Mr. Miturr. Yes. 

Mr. Hacen. And do you get a better type of project with a grant 
than under a loan / 

Mr. Mituer. I think it is better to say a different type. 

Mr. Hacen. Can you give us an example in India? 

Mr. Mitier. Mr. O’Leary tells me that the grants are usually tied 
to non- revenue- produci ing projects, A loan would be for the purpose 
of the construction of a dam or for m: aybe the construction of a rail- 
road, where the Government owns the railroad, In those areas in 
which we could expect that the Government could finance the repay- 
ment of this kind of a project, it would be in the form of a loan— 
there would be a reasonable assurance of repayment. Grants for non- 
revenue-producing projects include construction of hospitals, schools, 
eradication of disease and mosquitoes, and so forth. 

Mr. O'Leary. There has been considerable urging in the Congress 
that more emphasis be placed on grants for non-revenue-producing 
projects of this type. 

Mr. Jounson of Wisconsin. Under what authority did you make 
a 4-year agreement, extending it beyond the period of Public Law 
180, with Indi: a? 

Mr. Miniter. Mr. Johnson, we have the authority to make multi- 
year arrangements under the existing act. The arrangement that 
we made with India, actually, is a commitment to provide agricul- 
tural surpluses to the Government of India contingent upon the sur- 
plus situation. 

Mr. Jounson of Wisconsin. Under Public Law 480, if it was not 
extended, what would happen ? 

Mr. re LER. It would not affect the contract. 

Mr. Jounson of Wisconsin. Under what authority did you enter 
into this? 

Mr. Minuer. This contract provides for an annual review with 
India. Pakistan, also, has a multiyear contract. There is an annual 
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review of their needs and their annual production prospects and also, 
the U.S. surplus situation. 

Mr. O’Leary. The specific language of the law authorizes this. 
The satute says that agreements shall not be entered into in excess 
of a certain amount during the specified period which now ends De- 
cember 31, 1951. The statute also provides that no transaction, no 
sales shall be financed after that date except pursuant to agreements 
entered into before that date. Under previous authorizations we have 
entered into 3-year programs which extended beyond the termination 
date for signing agreements. There is a specific provision in the 
law for financing sales after that date under agreements that were 
signed before that date. That is the situation. 

The CuatrmMan. Let me ask one question. Why are you charging 
these high interest rates on these transactions‘ How do you expect 
ever to dispose of this surplus if you jack up the interest rate to a 
point that a country desiring to buy the surpluses is unable to pay? 
You have given them away under title I. And when you go back 
under another title you decide to put the interest rate so high that 
people are not interested in buying. 

Mr. Mirtier. This may be a seemingly high interest rate in the 
United States, but so far as the world interest rate is concerned it is 
relatively a low interest rate figure. 

I think that credit in the purchase of agricultural commodities on 
a world basis would be much, much in excess of 4-percent. 

The CuatrMan. In excess of 4-percent ? 

Mr. Mittrr. Yes. 

The Cuatrman. Do you not feel that you should sell the commodi- 
ties to any country for less th: in 4-percent interest rate / 

Mr. Mittrr. This has been our general policy that interest should 
not be less than the cost of money to the U.S. Treasury. 

The Cuarrman. It costs you more than that for the storage costs. 
Actually, we would be better off to give every bit of it away with no 
payment, yet you hold the interest rate up to a point that you are 
preventing purchases. 

Mr. Mizirr. We do not think so. We think that 4-percent is a fair 
interest rate. 

The Cuatrman. Mr. Poage told you what the people in India told 
him about the interest rate. Two or three weeks ago I talked to 
the Minister of Finance in France. They would not pay that rate of 
interest. 

Mr. Mitier. I think, Mr. Cooley, in all fairness this goes back to the 
question that Mr. Poage and I were discussing a few moments ago. 
I suspect that when you go down to borrow money from the bank, 
you generally compl: iin about the size of the interest being charged. 
[ would suspect that this would normally happen in any country that 
might be interested in a credit sale. The first thing they would com- 
plain about, if they cannot complain about the price, would be the 
amount of the interest rate. 

The CuarrmMan. Do the interest rates vary in different countries, or 
is it astandard rate ¢ 

Mr. Miter. It is a standard, uniform rate that we are charging. 

The CuammMan. Of 4 percent / 

Mr. Mitier. Yes, sir: of 4%. 
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The Cruarmman. You are just going out of business then, are you 
not—how are you going to loan money at 4 percent ? 

Mr. Minzer. If it is less than the going rate of interest throughout 
the world, I think that you would get some dollar sales on a loan basis, 
if you hi ud the lowest rate of inte rest. 

The Cuamman. You think that, but Mr. Poage got information to 
the contrary. And I got information to the contrary in France. I 
think that you will get it to the contrary in any other country that you 
go into. 

Mr. Mitier. I have no doubt that the first reaction is that it is too 
high. If there is a possibility of getting it lower, they will say that 
the interest rate is too high. 

The Cuarman. If it is too high, why do you not reduce the interest 

ate. In other words, if you have $100 million worth of cotton in 
storage you are paying more than that—what does it cost to store it / 

Mr. Mu. LER. We will say that it is in excess of 4.25 percent. 

The Cuarrman. In excess of what ? 

Mr. Mier. In excess of this rate that we are talking about. 

The CratrMan. It is about 10 percent on the commodities. You 
could save that 10 percent if you sold without any interest at all, and 
you would be better off. 

Mr. Minter. We are not sure that we would sell any more. 

The CuarrmMan. I think that you ought to try to find out. 

Mrs. May. In the long months of negotiation before this recent deal 
with India, at any time did anyone come up in the negotiation with an 
offer to buy for dollars at less than 4 percent ? 

Mr. Mixer. I have had no representations made to me. I am 
interested to hear Mr. Poage say that Mr. Patil did. I talked to him 
on two occasions last year. He made no offer to buy for dollars nor 
complain about the interest rate. 

Mrs. May. Are you aware of any of these countries with whom you 
have negotiated under Public Law 480, buying for dollars, the com- 
modities that they would if there was a lower rate of interest ? 

Mr. Miuurr. I think that the answer to your question, to my knowl- 
edge, would be “No.” There were no indications from these coun- 
tries that they would rather buy from us for a lower rate of interest, 
on a long-term loan—there was no manifestation of any interest in 
that type of program. 

Mrs. May. Thank you. 

The Cuarrman. Here is what Congress said to you about the in- 
terest charges. It is contained in section 403, of the act: 

Payment for such commodity shall be in dollars with interest at such rates 
as the Secretary may determine but not more than the cost of the funds to the 
U.S. Treasury as determined by the Secretary- 
and so forth. 

We accepted that as meaning that we intended you to keep the cost 
of the interest at a minimum—not more than that—that the maximum 
could not go beyond that. You have gone as far as you could go. 

Mr. Mitier. No, sir; we did not determine that the highest rate 
of interest allowable would be the prevailing one. 

The Cuarmman. It says, not more than the cost of the funds to the 
Government. 

Mr. Mitier. It is approximately 4% percent. 
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The CuatrmMan. 4% percent ? 

Mr. Miurer. Yes. 

The Cuarrman. Then you are charging the maximum that the law 
allows you to charge. 

Mr. Mriter. We are charging the maximum. And let me say that 
we do not think that we could sell any more without displacing dollar 
sales if we reduced the interest rate. 

The CHatrmMan. You will remember that when we had this bill 
here before, Mr. Poage insisted that we should make it 2 percent. I 
remember that. We ended up by giving you more. And now you 
make it 4% percent. 

Mr. Mutter. That is right. 

The CuHarrman. And you say that you are not losing sales or de- 
feating the sale of commodities by that. I have had information to 
the effect that you could have sold $150 million or $175 million worth 
of commodities in Germany, if you had just adjusted the interest 
rate—and you could have sold it for dollars—and in France right now 
you could sell for dollars. 

Mr. Mitier. I wonder how much 

The CHarrman. And to India for dollars, if the interest rate was 
lower. 

Mr. Miuuer. I venture to say that you could sell every dollar’s worth 
that we are now selling for cash dollars on credit at a 2-percent inter- 
est rate, instead of for cash dollars. You are going to have to deter- 
mine when you are going to start selling on credit and when vou are 
going to stop selling for dollars on a cash basis. I would rather sell 
for cash on the barrelhead, than to sell for 2 percent or 4 percent 
interest. 

The CratrmMan. You are not selling anything for cash on the barrel- 
head. You are giving it away as fast as you can; are you not‘ 

Mr. Mitier. I am talking about the normal portion that a coun- 
try sells for cash. In Germany and other hard-money countries we 
do not have any title I programs. 

The CHatrman. How 7 that? You are not losing money in ex- 
ports in your hard-cash areas? You are losing markets for cotton 
in every hard-currency seagiitey in the world. 

Mr. Mruer. As to cotton, we are not losing markets for cotton; 
we are gaining markets. 

The CHatrmMan. Yes, you are: in the hard-currency countries. 

Mr. Mirurr. We are selling close to 7 million bales of cotton this 
year. 

' The Cuamman. Where are you selling it ? 

Mr. Miter. It is going into West Germany, into the United King- 
dom, and—— 

The Cuarmman. We have the record here on the total sales. I think 
that I would desire for you to get the accurate information about 
that—— 

Mr. Miuier. Yes, sir; we will be happy to do that. 

The Cuamman. And supply it for the record. 

Mr. Mitzer. We will be happy to furnish information on sales to 
hard-currency markets in Europe. 
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(The information to be furnished follows :) 


As indicated in Mr. Miller’s statement, sales for dollars during the current 
fiscal year are expected to reach about $3.3 billion, almost equaling the record 
year for dollar exports, 1951-52, which was stimulated by the Korean conflict. 

The table below lists the seven principal hard-currency markets in Europe 
and shows the value of U.S. agricultural exports for dollars for 6 fiscal years 
including the current year. This period is used because country breakdown 
of Government-financed exports is available for this period which permits us 
to ascertain dollar exports by country. 


Commercial sales for dollars for selected European countries, July—June, 1954-545 
through 1959-60 


{In millions of dollars] 


Country 1954-55 1955-56 1956-57 1957-58 1958-59 11959-60 

United Kingdom 322 244 368 406 388 570 
West Germany 193 192 373 290 23 355 
Netherland 226 193 210 203 241 340 
Italy (including Trieste) 32 20 81 44 51 110 
Belgium and Luxembourg S4 97 124 110 101 125 
France 46 21 44 17 14 100 
Denmark 24 40 39 41 47 70 
Total 927 S16 1, 239 1, 161 | 1, O81 1, 670 


Partly estimated. 


The Cuarman. You tell this committee that unless Congress in- 
structs you to do otherwise you intend to continue your 414 percent 
interest alee 

Mr. Miu If in our considered judgment the lesser rate of in- 
terest wena displ we normal cash dollar sales, to do otherwise I think 
that we would want to get a directive; yes, sir. This is the determina- 
tion we have to make. 

The Cuarrman. Do you sell for other than cash sales? What about 
that? 

Mr. Mitier. Hard-cash sales I am talking about—to replace our 
cash sales—that is what I am talking about. 

Mr. Poacr. When you gave this wheat to India—that is, 4214 per- 
cent of it, and sold 4214 percent of it for rupees—when you make that 
kind of a deal, instead of making it a dollar deal, the difference in the 
interest rate would take a whole lot of rupees to pay out that differ- 
ence. You have 42 percent to begin with, and that 1s 21 years, at 
least, in the difference in the ititenen! rate. You would have 21 years 
in which to make that up. 

Mr. Mituer. Yes. 

Mr. Poace. You found no objection to giving them a great discount 
at the time of the sale, but you find objection to reducing the interest 
rate, to one which would enable them to carry on a regular commodity 
transaction. 

Mr. Mitier. Mr. Poage, did I understand you to say that Mr. Patil 
told you that he was interested in buying for dollars—was that the 
individual ¢ 

Mr. Poaar. IT had not said that. I had not mentioned Mr. Patil, 
but since you have called names I will say Mr. Patil told Mr. Jones 
and me that he was very much interested in buying a large quantity of 
wheat and rice for storage in India and said that he would be ol; ud to 
do it and pay for it in dollars if we could give him a longtime contract 
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with a payout over 40 or 50 years and at a 2-percent interest. rate, 

The CHairman. I am asking you to tell us now about title IV. 
Although you have had it for 9 months, you have not consummated a 
single solitary transaction under title IV ; have you ? 

Mr. Minter. Mr. Meyers can tell you something about that. 

Mr. Syxvesrer Meyers. We have not as yet. 

The Cuairman. You have not—that is what I thought. Why have 
you not done anything for 9 months / 

Mr. Sytvester Meyers. There are many other things besides the 
interest rate that we are in the process of working out in connection 
with that. 

The Cuatrrman. And you could not work them out in 9 months? 

Mr. Sytvesrer Meyers. I am sorry to admit that is true. 

The Cuarrman. I am, too. 

Mr. Sytvester Meyers. We now are in the process of bringing to 
our Board and to our committee three pilot operations which we 
expect to use as guidelines for future title IV transactions. 

The Cuarrman. You have not done anything for 9 months. 

Mr. Sytvesrer Meyers. I plead guilty. I will say that 1 am very 
embarrassed about it. It is not the fault of the Board, because we 
have not yet gotten to the Board with these transactions. 

The CHarrMan. Has the Board had meetings in the 9 months? 

Mr. Sytvesrer Meyers It has had many meetings. My office has 
been authorized to proceed by the Board. 

The matter of interest has not yet been resolved, because we have 
not yet had negotiations with any of these countries on that point. 

The Cuamman. Who is the man that you have to negotiate with 
down there? Do they negotiate with you, an individual, or is it with 
the Board ? 

Mr. Sytvester Meyers. Under title IV, you negotiate with my 
office. We have had many proposals come to the office, some of which 
were not yet ready to present, and some of them were not considered 
as proper at this time to work out. 

The matter of interest is only one facet of many, many questions 
that we have to resolve in connection with this. 

The Cuarrman. Do you not know that the interest rate is an im- 
portant factor? 

Mr. Sytvesrer Meyers. I certainly do, Mr. Chairman. The matter 
of interest is one of many things, Mr. Chairman, that has to be 
resolved—that has to be considered by the Treasury, and we respect 
their advice on it. The way it has been left at present, they have 
recommended that it be at 4144 percent. We have told them that if 
in the development of the project we find that the matter of the 
interest rate interferes with desirable transactions, that we will | 
back to them and ask for their recommendations to make a lower 
interest rate. 

The Cuatrman. In other words, you are going to operate Public 
Law 480 program just like you have operated it be fore. 

Mr. SyivesTer Meyers T do not propose to do it that way. 

The Cuamman. That is, on the interest r ate charges. You give it 
away, otherwise. 

Mr. Mitter. I might say that in countries where there is a possi- 
bility of a title 1V arrangement, we are not programing commodities 
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under title I. The prospects for selling on a long-term basis with a 
low rate of interest in the soft-currency countries where we are pro- 
graming under title I is pretty remote. I am very sorry to report to 
you, sir, that Mr, Patil did not make the same proposal to Clarence 
Miller when he talked with him in November. That is the first chance 
I had to talk with him, long before these negotiations ever com- 
menced and he gave no indication to me that he had any dollars with 
which to pay for any commodities now or under a long-term agreement. 

Mr. Poace. Did you try to get him to? 

Mr. Murr. Did I try to get him to? 

Mr. Poacr. Yes. 

Mr. Mitier. Yes, sir. I think that we could have consummated a 
deal with India in December or January had we not been hung up 
on usual marketings. That is one of the things that delayed it. 

The Cuarrman. We will have to ask you to come back tomorrow 
morning at sa psa 

At this time, I ask unanimous consent to have inserted into the 
record a statement from the National Council of Farmer Cooperatives. 

(The prepared statement of the National Council of Farmer Coop- 
eratives follows :) 


STATEMENT OF NATIONAL COUNCIL OF FARMER COOPERATIVES ON PROPOSED AMEND- 
MENTS TO AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE AcT, PUBLIC 
Law 480, H.R. 12104 


There are three provisions contained in H.R. 12104, the proposed amendments 
to the Agricultural Trade Development and Assistance Act (Public Law 480), 
which we desire to support in principle. Lack of comment on other provisions 
does not signify disagreement. 

The first of these relates to additional authority required to facilitate the 
ability of recipient underdeveloped countries to establish reasonable food re- 
serves locally under terms which would require payment therefor when they 
are withdrawn from storage, unless the withdrawal is for emergency needs. 

It is assumed, of course, that while provision will be made for the recipient 
government to assume the responsibilities and obligations for storage or owner- 
ship after movement to the countries, at the same time adequate provision should 
be made for our protection by establishing proper control of rotation of stocks, 
diversion to other points, practices for the preservation of quality, protection of 
our interests in the event of damage, and any other necessary safeguards in- 
cluding insurance during the period of maintaining the reserve, including pay- 
ment terms. Adequate reports and information with respect to such safeguards 
including inspection practices as may be prudent should be required. 

Our position is based on the premise that many of the shipping, storage, 
and supply problems now encountered by ourselves as well as the recipient coun- 
tries could be alleviated by the proposals being made. A smoother operation 
could result and both parties to such agreements could anticipate requirements 
on a more stable basis, and prepare for requirements in advance. For example, 
there seems to us to be merit in avoiding, if possible, such situations as have 
been encountered in the handling of dried milk supplies, where countries which 
are planning a relatively long-term feeding program based on this product sud- 
denly find the supply directed to other areas or uses, greatly reduced, or com- 
pletely eliminated. 

In addition to mechanical problems, we point to the fact that for a great many 
years there have been recurring proposals advanced for various types of inter- 
nationally controlled pools of surplus food stocks. We are opposed to such plans 
for many reasons, not the least of which is that we would probably be expected 
to furnish most of the stocks and defray other costs involved while having little 
control over use and disposition. As only one illustration of the dangers in- 
volved, the market implications of vast stores of commodities under such con- 
trol, which could be used at any time and in any fashion, could be an intolerably 
disrupting influence to our foreign trade and our foreign policy. 
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Doubtless, much of the reasoning behind the support for such plans coming 
from the underdeveloped countries springs from a constant insecurity with re- 
spect to adequacy of supplies, particularly in the event of famine or other emer- 
gency. It is our position that a program such as we are supporting might well 
meet the more critical requirements involved, remove the basic threats of emer- 
gency situations, guide the thinking and plans for surplus usage along more 
workable and feasible lines, and, as at least one consideration, preserve some 
credit for humanitarianism in combination with more workable economic ob- 
jectives to those responsible rather than to third parties which have made no 
tangible contribution. 

Secondly, we are in support of making more specific provisions for some care- 
fully controlled direct uses of commodities in the advancing of long-term capital 
improvement projects in underdeveloped countries. We have consistently felt 
that such direct use, even though limited, might well be more adaptable to par- 
ticular situations than those transactions involving conversion to currency and 
reconyerting to the same commodities. We suggest the possibility of greater 
adaptability, for example, in certain types of construction projects where there 
is involved a high labor input in countries characterized by large numbers of 
people who are either unemployed or underemployed, and underfed in either 
case. Promotion of greater productivity through permanently improved food 
habits might well be an incidental but highly beneficial byproduct of such an 
operation. Contractors using local labor in certain underdeveloped countries 
have reported dramatic improvement in efficiency, health, and vigor of labor 
when better food was substituted for some of the traditional native diets. 

The third proposal which we support relates to authority to transfer proceeds 
of title I sales to the proposed International Development Association. We have 
previously supported such an association, largely on the grounds that it offers 
the means for more active and direct participation and assumption of respon- 
sibility by industrialized and underdeveloped countries as partners in long-term 
and consistent programs for developing and carrying out sound and balanced 
economie activities designed to promote the practical growth potentials of under- 
developed countries. 

It seems to us to be completely logical that currencies which we have already 
accumulated, or which in the future we may accumulate, from title I sales may 
be marked for use in the countries of origin through the International Develop- 
ment Association as well as by the United States directly. Our assumed obliga- 
tion to contribute in connection with programs of economic assistance to such 
countries is the same in either case, and thus the currency should be usable 
through either channel. 

It would seem that such authorization would constitute a contribution to a 
more constructive use of such currencies in the countries of origin rather than 
continued accumulation in our hands, and thus add to the acceptability and use- 
fulness of Public Law 480 activities. 

It is suggested that consideration might also be given to the direct use of 
commodities at an agreed value as our contribution through the International 
Development Association. This would be most helpful, particularly where the 
continued advancing of local currencies of a participating country on the re- 
ceiving end may constitute a burdensome or inflationary drain on its economy, 


The CnatrMANn. We will now go into executive session. 
(Whereupon, at 12 o'clock, the committee proceeded into executive 
session. ) 
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FRIDAY, JUNE 3, 1960 


House or REPRESENTATIVES, 
CoMMITTrEE ON AGRICULTURE, 
Washington, D.C. 

The committee met at 10 a.m., in room 1310, House Office Building, 
Hon. Harold D. Cooley (chairman) presiding. 

The Cuarman. We have a very distinguished colleague of ours 
present who has to return to his own C ommittee on W ays and Means. 

Mr. Boggs, would you like to be heard now ¢ 


STATEMENT OF HON. HALE BOGGS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF LOUISIANA 


Mr. Boaces. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I appear here in 
behalf of H.R. 9725, which I page on January 10 of this year, 
a bill to amend Section 104 of the Agricultural Trade Development 
and Assistance Act of 1954 to eliminate the ceilings on the use of 
foreign currencies for informational and educ ational activities car- 
ried on with funds provided under authority of that act. 

Mr. Chairman, I think that the language in this bill does what it is 
intended to do; namely, free some of the ‘counterpart funds, so called, 
which as you know are made available for administrative purposes for 
our people operating in these countries which participate in the Public 
Law 480 program. 

I became interested in this proposition in the Far East last fall. 
My Subcommittee on Foreign Trade Policy of the Ways and Means 
Committee made a trip through that area to take a look at the so- 
called underdeveloped areas and to ascertain as best we could what, 
if anything, we might do to encourage more activity on the part of 
the private sector of our economy rather than more activity through 
foreign aid and other tax-supported programs. 

[ had a lot of interesting experiences which I will not bore this com- 
mittee with, but one of them was to walk into a barbershop in New 
Delhi, India, and there to pick up some of the counterpart—and this 
time I do not speak of money—of the literature which I have here on 
the committee desk. This was like walking into a barbershop in Wash- 
ington or in Raleigh, N.C., or someplace else in our country, and pick- 
ing up a magazine like one of our news magazines or the equivalent 
thereof. These are beautifully illustrated things. 

[ asked the barber where they came from, and he said, “They are dis- 
tributed.” I asked, “Do they cost anything?” He said “No 
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The next day at our committee meeting I asked our people about it. 
This unfolded into a tremendously interesting, if not frightening, 
story in that the Soviet bloc is spending a fabulous sum of money 
through all that area for propaganda purposes, and it is very clever 
propaganda. It touches every segment of society. They publish the 
finest children’s textbooks, for instance, beautifully illustrated, with 
all of the stories with which we are familiar that are used in our own 
children’s books in our country except they all have a Communist 
twist to them. 

They take every level of society, with the mass-circulation media, 
and most of the people there are illiterate so they appeal to them 
mostly through the use of photography, and rather simple photog- 
raphy at that. They picture people as being happy and well fed and 
satisfied. 

For instance, here is one, called “China Reconstructs.” 

Here is a happy-looking old gentleman with a big basket full of fine, 
fresh vegetables and food of every description. 

The appeal moves on to the professional classes. There are high- 
level intellectual publications which have the egghead appeal, 

Here is one entitled “International Affairs.” These are just a few, 
Mr. Chairman, of the periodicals that circulate. 

Here is one called “Women of the Whole World.” 

I have so many in my office I could not bring them down here be- 
cause I could not carry them all. 

Here is one entitled “Arts.” This is allegedly published by the 
Rumanian People’s Republic. 

Here are some from Vietnam, Bulgaria, North Korea; “China Re- 
constructs,’ what they call the great leap forward. This is the most 
effective propaganda device in all of the Far East. 

Incidentally, these are publishe «din all of the languages of the area. 
As you know, there are 14 official languages in India, and in India 
alone, “The Soviet Land,” which is the principal Russian publication, 
has a circulation of over 2 or 3 million. It is published in all of the 
languages of India along with English. 

This is another so-called egghead appeal magazine, “World Marxist 
Review.” <All of the satellite countries are represented here—Czecho- 
slovakia, Poland, Rumania, Hungary, China, North Korea, Vietnam, 
and so on. 

Here is one entitled “Chinese Literature.” You see how well it is 
illustrated. 

I asked our A what we do to counteract this. We have a little 
publication out there, a sort of tabloid newspaper, but, relatively 
speaking, it is send to insignificant. 

I might point out we were there shortly after Mr. Khrushchev had 
been in our country, and he had made these propaganda ] itches in 
our country, as you will recall. One of the main ones was as he left 
here and returned to Moscow the following morning. Both of those 
speeches were incorporated in all of these publications and in all the 
languages in which these publications circulate, which shows the 
complete coordination of these activities involving the various nations 
which participate. 





PUBLIC LAW 480 AMENDMENTS 39 


My information may or may not be accurate, Mr. Chairman, but 
the information that I have is that there are certain limitations in 
the law on how much of these funds can be used for educational and 
informational purposes. 

Incidentally, I was informed in India alone that, available for 
administrative purposes—and I am not talking about counterpart 
funds which have accumulated under the program for the use of the 
host country, but I am talking about the part we peel off for our own 
administrative uses, and so on—that there was available a figure 
which ranged in estimates from $25 to $100 million. 

In any event, however, a very substantial sum of money was in- 
volved in an area where all sorts of things, and some of them quite 
simple things, could be utilized to promote the cause of the free world. 

As you know, India is a nation mostly of villages. Most villages 
do not have a library. A library in a village equipped with just 
simple information about the West would, in my opinion, be tremen- 
dously effective. It should be manned, of course, by native people. 

The quality of intellectual activity in the schools and universities 
in India is quite good, I am informed. 

In these areas, through the use of scholarships and extension of the 
exchange program, and countless other things that I as a layman 
really do not even know could be utilized. There are many other 
things that our people have hit upon which they feel they can use in 
counteracting this propaganda. 

I might say that this thing has all sorts of aspects aside from those 
I pointed out. The Soviets go in and buy up newspaper advertising 
at tremendously excessive rates in order to subsidize a newspaper, or 
they may provide newsprint free. All of these things are calculated 
in the monolithic Soviet society to overcome the free world. 

It seems to me, Mr. Chairman, if there is money available which 
cannot be used in the United States, which is laying idle in the banks 
of India and other places in these areas of the world, that it just makes 
sense to make these funds available for the use of our people to 
counteract as best they can this massive effort on the part of our 
enemy, ~~ this is the purpose of my bill, H.R. 9725 

I think it is technically correct. It has been checked out by the 
Lestahative Coen ‘l’s Office. The language was drafted by the Legis- 
lative Counsel. I would hope that this bill could be favorably con- 
sidered in the work that you are now doing toward extension of this 
program, which is doing quite well. 

The Cuatrman. Thank you very much for your fine presentation. 
I am sure the committee will give consideration to the views you 
have expressed here this morning. 

Mr. Boces. If I may, I have a report that I made on this when 
I came back early in the year, and I would like to incorporate it in 
the re ‘ord at this pol nt 

The CuHarirMan. W ithout objection, that may be done. 

(The report re ferred to follows:) 


ARTICLE OF COMMUNIST PROPAGANDA IN ASTA, BY CONGRESSMAN HALE Boaas, OF 
LOUISIANA 


Recently while waiting in a barbershop in New Delhi, India, I looked around 
as one does in our country for something to read. 

I picked up a magazine with a beautiful colored front. It was printed in 
English. 
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It was called Soviet Land. It was published in Moscow. 

I glanced through it quickly. I immediately recognized a superb job of 
Communist propaganda. 

It was not all. There were others in the pile. One was entitled “China Re- 
constructs.” It told of the Red Chinese Communist experiment in vivid and 
dramatic language. It was published in Peking. There were still others, all 
gorgeously prepared periodicals, from Communist satellite countries. 

My curiousity was aroused. I was there as a U.S. Congressman, chairman of 
a coimittee which seeks to promote American private investment in the under- 
developed nations of Asia and the Middle East, hoping to improve the climate for 
such investment. 

sut the literature in the barbershop was a real barrier to my mission. I 
asked the barber where he got it. He said it came in free every week. I looked 
around for something to counteract this massive display of Communist 
propaganda. 

There was nothing. Not a single publication from the United States or any 
other free-world nation. 

The next morning, I was back at our Embassy in New Delhi, asking questions, 
Our officials there told me I hadn’t seen anything yet. I hadn’t. I was shown 
a file packed with propaganda—Communist propaganda. It literally amazed 
me. It was also depressing. I knew that my mission was being hamstrung by 
such material. I felt that the first thing we must do is to portray our country 
us it is and not as this propaganda claims us to be. 

The Communist propaganda portrays America as a land where a few mil- 
lionaires exploit the masses by getting rich on the production of armaments, 
and that the rest of the world is threatened by our warmongering. The Com- 
munist countries are, of course, shown as dedicated to peace and progress and 
capable of producing all the good things of life in a New World Communist 
society. 

The distorted propaganda has a tremendous effect. Such material is a vital 
weapon, and a first line enemy, in the underdeveloped lands in the crescent 
from Turkey to Japan. 

The reasons for this are easily seen when one visits these countries, as I 
did on this tour to encourage investment. 

In these countries, the people depend on the media or propaganda for much 
of their information and education. The village center, with its few periodicals, 
the conmunity radio, and the small library are the intellectual focus for millions 
of these impressionable people. Whoever provides the periodicals, the radio 
broadezxsts, the books has the best chance of winning the minds of these people 
who do not have the means to pick and choose among a great range of such 
material. 

Che Communist propaganda effort can subvert millions of minds. It is a 
deliberate, conscious, well-conceived, and well-financed campaign to do just that, 
and in doing so to destroy the correct image of America as a land of political 
freedom and economic opportunity. 

What are some of the methods used by the Communists in this propaganda 
battle? 

Everything. 

Periodicals? 118 Communist publications are available in India, and most of 
them circulate throughout Asia and the Middle East. Soviet Land, my barber- 
shop reading fare, has a circulation of over 1 million copies. 

Books? 37 Communist publishing houses operate in India alone. A quarter 
of the space in the university library in Thailand is taken up with Communist 
books. Iran bookstores bulge with Communist titles. 

rhe sum total: Communist publishing aimed at the underdeveloped nations in 
Asia and the Middle East increased 150 percent from 1957 to 1959, 

The free world effort? Only a tenth of this 

An especially dangerous part of this publishing propaganda is a series of books 
for children which have come from Communist presses and are now flooding 
bookstores. One hundred titles are available in India alone. The Communists 
are putting major emphasis on this for obvious reasons. 

Motion pictures? Communist films are increasingly competing with American 
commercial productions in Asian theaters. Communist-bloc countries are pro- 
films in Pakistan. Red China has turned out pictures in eight Asian 
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Radio broadeasting? This country is far outstripped. Communist broadcast- 
ing overseas is three times that of our Voice of America. Red China alone beams 
nearly half as much time overseas as the Voice, all of it to the countries of 
Asia and the Middle East. 

What does it add up to? 

Dr. Robert Johnson, president of Temple University, recently estimated the 
total Communist propaganda effort amounts to $5 billion a year. I can readily 
believe this. The night skies in Indian cities are lit with great red signs urging 
people to “Read Soviet Books and Periodicals.” Theater marquees invite people 
to see Communist movies. 

The effects of this massive campaign are seen in every strata of Asian life. 
Attending a reception of an Asian university, I had a conversation with a 
student. 

He told me, “We're going all the way down the path of socialism. Our country 
will be one of equals, not of very rich and very, poor, as in your country.” 

I asked him how this would be achieved. 

“We will break the back of the reactionaries in government, and pass laws. 
These laws will provide for the needs of the people, but nobody will be allowed 
to have more than he really needs,” he replied. 

I recognized the Communist line that is the theme of all the periodicals, the 
broadcasts, the books, and the movies. 

What is our response to this? What are we doing to present America as it 
really is, a nation of peace and democratic processes and of a free enterprise 
economic system ? 

Not much; not as much as we must do. In comparison to the Communist 
propaganda campaign, ours is feeble. 

We have two periodicals which circulate in Asia and the Middle East. They 
are American Reporter (250,000 in India) and The New World (less than a 
million in 15 countries). We have participated in big international fairs and 
exhibitions. We have helped provide some textbooks for universities. We have 
a modest program of book translation. 

The total budget of our U.S. Information Agency, our major information and 
education tool, is about $100 million a year. We support 60 cultural centers in 
the Middle East and Asia. Many of these are one-room affairs. They are 
spread thin. There is one for every 35 million people in India. 

The effects of the big Communist effort shows. The Communist voi ng strength 
in India has tripled in the last 5 years. In other nations, the Communists are 
continually making new gains. 

We must join in this battle for men’s minds with a positive and sustained 
campaign. 

What are some of the things we must do? I don’t pretend to have all the 
answers. But in talking with knowledgeable people in Washington, including 
many of my colleagues in Congress, I find some things on which there is general 
agreement. 

A basic need is more financial support. 

The answer does not lie in money alone. sut more money can be used, and 
used intelligently. 

Millions are available, in a form that would not cost the American taxpayer 
another dollar. These are counterpart funds, money which this country has 
earned through the operation of several aid programs, notably the Agricultural 
Trade Development and Assistance Act of 1954. 

These currencies can only be spent in the oversea nations. There is more than 
$100 million in such currencies laying idle in oversea banks. Millions more are 
becoming available every year. 

Why haven't they been put to work? Congress has restricted their use. 
Ridiculous legal restrictions don’t allow us to use but small amounts for pub- 
lishing, student exchange, or broadcasting and film production. Only $3.5 mil- 
lion of these funds is budgeted to be spent in 1960. 

I have introduced legislation to remove these restrictions. They are vital to 
our information and education effort. They are needed tools in the battle for 
men’s minds. 

The unleashing of these currencies is the first step in our battle. American 
taxpavers should demand that these funds be put to work. 

With this money, there are several programs which could be started, others 
greatly expanded. 

For instance: 
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Publishing —Expansion of our periodical coverage is vital. Further, expansion 
of the textbook translation program is a key effort to export democracy. I espe- 
cially favor a program of publishing children’s books. All kinds of books, the 
tools of education and truth, should certainly be a major American weapon in 
the propaganda battle. 

Higher education.—We should establish chairs of American studies in Asian 
universities. We could provide scholarships for students to attend these uni- 
versities, to take courses designed to show America as it is. We should help in 
the construction and stocking of college libraries and student centers. 

Motion pictures.—Educational films, and films showing how America has con- 
tributed to the oversea countries, could be produced in the countries themselves, 
paid for with counterpart currencies. 

Science education.—New methods of teaching the basic sciences, developed in 
this country, should be exported to help the growing public school systems of 
Asian countries. The simple materials used in these teaching methods and the 
training of teachers to use them, could be supported by local currencies. 

Community centers.—We should support the construction of thousands of 
community centers in the villages of the Asian-Middle Eastern area. They are 
the focus of community life and we should havea part in their success. 

Education television—This modern method is being used slightly in colleges 
and universities in India. It could be expanded to include the public school 
systems and become a quick means of overcoming the problem of mass illiteracy. 

Erhibits—We have made a big hit with big exhibitions. We should develop 
a program of small, village-size exhibits for constant use. One such exhibit, on 
small industry possibilities, is now showing throughout India. It has been 
praised by Prime Minister Nehru on the floor of the Indian Parliament. Counter- 
part funds should develop and support other small exhibits. 

Exrchange.—We have developed a great number of exchange programs. But 
these could be expanded fourfold and still not meet all the needs. We could 
support thousands of American students, teachers, and technicians with counter- 
part currencies. 

All these programs could be carried on with idle money which this country 
desperately needs to put to work. This could be done without additional cost 
to American taxpayers. 

To me, this makes sense. 

Mr. Drxon. I have not seen the bill which the gentleman has intro- 
duced until just now, but he certainly strikes a responsive chord in 
my heart. I have seen the children’s literature which the Russians are 
distributing in India, and it is making a greater impression than some 
of the huge expensive projects we are sponsoring for India. 

I think there are one or two aspects of this book, “The Ugly Amert- 
can,” that are true. We are putting out so much money in huge pro}- 
ects that there is little left for some of these more popular humanitar- 
lan projects that would win so much more favor. 

I went to Mr. Allen, the head of the USTA, and asked him what the 
difficulty was. He said that the amount of money that can be appro- 
priated, counterpart funds for such things as this, is so small that 
little can be done. 

The people are lined up for blocks in front of his libraries down 
there in India, They are just starved to get some of our information, 
and he has not enough money to do anything to speak of regarding it. 

I believe we are pennywise and pound foolish, and I certainly 
would back to the limit the gentleman’s recommendation to direct 
more funds to such uses. 

I think we have Mr. Myers here, who might be able to give us some 
information on it. Perhaps we can talk to him further when he takes 
the witness stand. 

I certainly commend the gentleman from Louisiana for this fine 
observation. 
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Mr. Boces. Thank you very much, Doctor. I might say that this 
bill does not contemplate the expenditure of one penny of American 
taxpayers’ funds. I was glad to hear what you said because I think 
one thing that even those of us who deal with public affairs every day 
do not really appreciate is the tremendous stress that the Soviets and 
the Communists put on propaganda. They use it constantly and 
totally. Unfortunately, our response ofttimes is pretty weak. 

Mr. Drxon. What they do for India is not a pittance compared to 
what we do. They had a poll there and asked two questions: Which 
country, the United States or Russia, has done the most for India? 
About 80 percent said that the United States had, but, as to which 
country was most friendly, the majority said Russia was the most 
friendly. It is largely these cheap, little, inexpensive things Russia 
is doing which captures the imagination of the poor people down there. 

Mr. Horven. Your bill would entirely eliminate the ceilings on the 
use of these foreign currencies, as I understand it? 

Mr. Boaes. For these purposes. 

Mr. Horven. Eliminate the ceilings entirely ? 

Mr. Bocas. That is right, for these purposes. 

Mr. Horven. Do you not think there should be some ceiling or limi- 
tation on the use of these funds ? 

Mr. Boaes. As I said, Mr. Hoeven, I am not dedicated to the lan- 
guage in this bill. I would leave it to the good judgment of this com- 
mittee which works with this program all the time to set up limita- 
tions if they feel they are necessary. 

Mr. Horven. If there is not some limitation it is possible that all 
the funds could be used for educational activities. 

Mr. Boues. I certainly think that this bill does not remove the limi- 
tation « ‘comple tely. 

Subsection (h) of 104 of the Agriculture Trade Development and 
Assistance Act of 1954 is amended by striking out— 
not in excess of $1 million a year in any one country for a period of not more 
than 5 years 

Mr. Horven. Section 3 removes a further limitation ? 

Mr. Boaes. Yes. I think there are other limitations in the act. 

The Cuatrman. I think most of the other limitations are on a per- 
centage basis rather than a dollar basis. Is that correct ? 

Mr. Bocas. That is correct. 

The CuatrMan. Your idea is that in India, using it as an illustra- 
tion, if we have the money there and we are not using it for any other 
purpose, we should not have such restrictive limitations. 

Mr. Boces. Exactly. We wrote in a limitation the equivalent of $5 
million for use through all of these areas for certain of these purposes. 

This bill seeks to remove that limitation for one thing. 

Mr. Avserr. It is a little peculiar that a large country like India 
would have the same limit: ations as a small country such as Paraguay, 
for instance, 

Mr. Bocges. That is right. 

Mr. Aveerr. I think you are going in the right direction. 

Mr. Bocas. As I say, Mr. Albert, I don’t know whether this lan- 
guage is the ideal language or not, but I know that the objective that 
T seek here should be accomplished. 
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The CuarmrMan. Let me call attention to the fact that without limi- 
tations you still would have to go through the Appropriation Commit- 
tee. The Appropriation Committee could make the mone y available 
as the need is indicated. 

No foreign currency shall be allocated under any provision of this act after 
June 30, 1960, for the purposes specified except in such amounts as may be speci- 
fied from time to time in the Appropriations Act. 

Unless we remove this limitation, even the Appropriation Commit- 
tee could not go beyond the limitation. 

Mr. Horven. It seems to me, Mr. Boggs, that there should at least 
be some percentage limitation. 

Mr. Bocas. It would be perfectly all right with me, Mr. Hoeven. 

The Cuarrman. The ap péopitiation would have to be justified be- 
fore the Appropriation Committee. 

Mr. Horven. We are considering authorizing legislation, Mr. 
Chairman, and I think we should place some limitation on it. 

Mr. Lavra. I want to commend you for introducing this bill, Mr. 
Boggs. It points up something that I have believed for a long time, 
and that is that the United States is perhaps the poorest propag randa 
nation in the world. We have the greatest benevolence and we re- 
ceive the least credit for it. I think this is a step in the right direc- 
tion, as Mr. Albert pointed out. 

If we can win this battle I think it should be done in this direction. 
l believe this isa 200d thing, 

Mr. Boces. Thank you. 

Poace. We have a great deal of counterpart in Spain. There 
are many South American countries where we need exactly this kind 
of thing. 

Mr. Boges. My bill does not limit this. 

Mr. Poage. 1 know it does not, but I think it should authorize the 
use of counterpart in fabeag for instance, to prepare this propaganda. 
We do not have counterpart in many of the very lands where we most 
need these expenditures. 

As I see it, to produce this kind of literature in the Spanish 
language, we can use the money in Spain, and then use the book, and 
so forth, in the Argentine, Chile, and other South American coun- 
tries where we have no counterpart funds. That is correct; is it not ? 

Mr. Boaes. | would think so. As a matter of fact, these publica- 
tions show that this is one of the devices that the Russians use. 
They publish something in Rumania, Poland, and elsewhere, and it 
shows up in India or Pakistan or somewhere else. 

Mr. Smiru. Did I understand you to say your proposition would 
cost the American taxpayers nothing ¢ 

Mr. Boaes. That is right. 

Mr. Smiru. How did these counterpart funds originate in the first 
place? 

Mr. Boces. I know how the counterpart funds originate, but these 
ge as | understand it, Mr. Chairman, cannot be retransferred to 
the Treasury of the United States. At least I do not think they can. 

If you speak of the whole program, whe‘her or not it is wise, I 
am not prepared to discuss that because I am not a member of this 
committee. 

Mur Searn I do no lke the idea which is so common that this 
foreign aid program is something from which ‘he American taxpayer 
gets free benefit. We are paying for il. 
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The Cuamman. Under these international agreements to carry out 
provisions of Public Law 480, certain percentages of these funds are 
retained in these countries for different purposes / 

Mr. Boaes. That is right. 

The Cuamman. They cannot be returned to the Treasury. 

Mr. Boaes. That is right, sir. 

The Cuairman. They will ultimately be used for purposes other 
than propaganda? 

Mr. Boges. That is right. 

Mr. Poace. That was the policy of the Department of Agriculture, 
to give a larger and larger share of these funds to the countries where 
the Vy originate. 

Mr. Bocas. 1 couldn’t agree with you more. Asa matter of fact— 
I will again refer to India—I was told that because of the large ac- 
cumulation of funds that the pressures were very great on our Em- 
bassy to give these funds to the Indian Government, and that is the 
only word I can use. 

Mr. Poace. And the agreement made after you left India—you 
were there last fall—does give the Indian Government 4214 percent 
of all the money they are supposed to pay for this wheat. It doesn’t 
use it for the benefit of America, but it gives it to the Indian 
Government, 

Mr. Boces. This was the point I was attempting to make. 

The CHairman. Thank you very much, Mr. Boggs, for your 
appearance, 

Mr. Bocas. Thank you, Mr. Chairman, 

The Citarrman. We will hear next from our colleague, Mr. 
McGovern. 


STATEMENT OF HON. GEORGE S. McGOVERN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF SOUTH DAKOTA 


Mr. McGovern. My bill is H.R. 11609, to amend Publie Law 480. 
It is designed to increase the effectiveness of title 3 of the program, 
This is the title which gives authority to the churches and other vol- 
untary agencies to distribute food overseas to needy people. 

The first section of my bill would remove a barrier for the delivery 
of food in the landlocked areas of the world. There are a number 
of countries that do not have seaports and consequently they do not 
benefit fully from the provision in existing legislation that authorizes 
our Government to participate in the payment of ocean freight. 
Countries such as Paraguay and Bolivia have found it difficult to 
participate under the program because they have no way of getting 
the food from the seaport to their country. 

I understand that this authority has already been granted in an 
amendment to the Mutual Security Act of 1960. 

The second provision of my bill would authorize the use of food 
we send abroad to compensate a person employed in the construction 
of certain community projects, such as the building of small roads, 
drainage ditches, and projects of that kind. 

Under existing law, persons who do that. kind of work cannot be 
paid in food. My bill would authorize the use of food in lieu of cash 
to pay persons for this type of labor. 
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The third section of the bill would permit the use of food to com- 
pensate persons in countries for converting these commodities into a 
more readily usable form. For example, it would authorize a baker 
to receive payment in the form of flour to convert that flour into 
bread for the use of the natives. 

All three of these amendments have been suggested to me by Mon- 
signor Swanson, the chairman of the Council of Voluntary Agencies. 
I introduce them at the request of these voluntary groups. 

The Cuatrman. Thank you very much, Mr. McGovern. 

I would like to inquire of Mr. Miller what authority you now have 
in the law for paying ocean freight and transportation costs. In get- 
ting food into Chile, for example, is it only in the case of national 
emergency ¢ 

I know we authorized in the law delivery of these commodities 
at shipside and all the country had to do was to send their ships 
to our ports and pick up the food, and we were to pay cost of trans- 
portation from the place of storage to the ports 

You do not have authority to pay the actual ocean freight: do you? 

Mr. Mitier. We have authority to pay the ocean transportation 
and we so do. 

The CHatrMan. Is that only in the event of a national emergency ? 

Mr. Mitier. No, sir. We do it under title 3 and title 2 of Public 
Law 480. 

Mr. Poace. Wheat is moving now to India and we are paying the 
freight. 

Mr. Miiier. That is under title I foreign currency sales. We 
finance the dollar cost —s he 50 percent of the wheat transported, 
required to be made in U.S.-flag vessels. 

The CuarrmMan. Then you would need one provision of Mr. 
McGovern’s bill. 

Mr. McGovern. This is for those countries which do not have a 
seaport, Mr, ¢ ee There are many countries that have no 
access to the ocean at all, countries such as Paraguay. The Govern- 
ment could pay aan ocean freight to the nearest country, but how do 
you get it from there to the inland country which has no port ? 

The Ciatmman. You do not have that authority / 

Mr. Mitier. Previously we had authority to pay, as Congressman 
McGovern said, to a port nearest that country. We did not have 
authority to pay inland transportation. 

This legislation has been enacted, as the Congressman pointed out, 
as part of the Mutual Security Act to permit us to pay inland trans- 
portation from the nearest point of entry in another country to a land- 
locked country’s ne: na point of entry. 

Mr. McGovern. Under authority of this year’s Mutual Security 
Act? , 

Mr. Miniter. Yes, sir. 

The Crairman. That would be to what port ? 

Mr. Miiuer. It applies not to title I, but to titles 3 and 2. 

Mr. Suorr. Is your bill in connection with food products or sur- 
plus? 

Mr. McGovern. All commodities we are authorized to move under 
title 3 of Public Law 480. 

Mr. Suorr. Is title 3 confined to food products? 

Mr. Miiuer. Yes. 
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Mr. Haaren. This ts covered in the Mutual Security Act. Is that 
correct 4 

Mr. McGovern. The first section of the bill is covered by this 
amendment which was offered after I introduced the bill. 

The Cuarrman. Why should it be confined to food products? 

Mr. McGovern. I do not think it should be, Mr. Chairman. I think 
it should apply to any commodity which we are authorized to move 
under Public Law 480, 

Mr. Poacr. Your bill refers to food products only, Mr. McGovern? 

Mr. McGovern. I would be more than happy to amend that. 

The CuatrMan. Off the record. 

(Discussion held off the record. ) 

Mr. Poace. Is that confined to food products ? 

Mr. Miutuier. There is some cotton that moves under title 2 in the 
case of emergencies. This country may furnish cotton in limited 
quantities. We have done so in the past for emergencies such as exists 
in Chile today. This would apply to cotton shipments under title 2. 

Mr. Poacr. In other words, the authority in the Mutual Security 
Act is not confined to food products / 

Mr. Mitier. No; not necessarily. It is confined to food products 
in title 3 because that authority deals only with food products. 

Mr. Poacr. Title 3 does not confine it to food products ¢ 

Mr. Miuuer. Yes: it does. 

Mr. Poacr. But not confined to food products ? 

Mr. Miniter. Yes; it is. Title 3, foreign donations, says “food 
commodities.” 

Section 302, Mr. Chairman, covers title 3 

The Crarman. At any rate, Mr. Miller, you and your associates 
take the matter under consideration and we will talk about it later. 
We want to move on. 

I now recognize Mr. Gathings in connection with H.R. 12292, a bill 
to amend the Agricultural Trade Development and Assistance Act. 

Mr. Garuines. Mr. Chairman, in the 84th Congress legislation was 
passed and approved on January 28, 1956, that provided that 
* * * to export cotton would only amount to sales made on condition that 
identical cotton be exported; also included, sales made on condition that com- 
modities of the same kind and of comparable value or quantity be exported either 
in raw or processed form. 

That is the law that is on the statute books and it is used by the De- 
partment in moving commodities into export markets with the excep- 
tion of barter transactions. 

[ introduced H.R. 12292 to set out specifically that it would be the 
intention of Congress, if that bill were enacted, also to permit the 
substitution of cotton in barter transactions. 

I have asked, Mr. Chairman, that Mr. William Hynds, cotton con- 
sultant, present his views to the committee on this subject. 

Is he present ‘ 

Mr. Hynps. Yes. 

Mr. Garnines. Mr. Hynds, will you give us your thoughts with re- 
spect to this bill? 











4S PUBLIC LAW 480 AMENDMENTS 


STATEMENT OF WILLIAM M. HYNDS, COTTON CONSULTANT, 
WASHINGTON, D.C. 


Mr. Hynps. My name is William M. Hynds. I am in private busi- 
ness in Washington as a cotton consultant on matters concerning 
production, financing, marketing, and exportation of cotton, as well 
as interpreting laws and governmental regulations affecting cotton 
operations. I am making ‘this statement as a private individual in- 
terested in exporting as much cotton as possible in competition with 
cotton produced in other countries. 

I appreciate the opportunity to be here today to explain the tech- 
nical aspects of the amendment contained in H. R. 12292, and to place 
before you certain facts for your consideration in connection with this 
amendment. 

This bill amends section 303 of the Agricultural Trade Develop- 
ment and Assistance Act of 1954, as amended, so that whenever cotton 
is bartered or exchanged, either the identical cotton acquired from 
Commodity Credit Corporation or an equal quantity of substitute cot- 
ton shall be exported: Provided, That when substitute cotton is ex- 
ported in whole or in part, the total cost in U.S. dollars (basis f.o.b. 
vessel, U.S. port) at which each shipment of cotton was acquired by 
the foreign importer from the U.S. firm, as evidenced by a true copy of 
the invoice certified by such U.S. firm, must equal or exceed the ex- 
change value of the cotton acquired from the Commodity Credit 
Corporation. 

First, I would like to say that the amendment contained in this bill 

does not broaden the basic law of bartering CCC cotton. Section 303 
of the Agricultural Trade Development and Assistance Act of 1954, 
as amended, still gives the U.S. Department of Agriculture authority 
to— 
safeguard usual marketings of the United States and to assure that barters or 
exchanges under the Act will not unduly disrupt world prices of agricultural 
commodities or replace cash sales for dollars. 
The Department of Agriculture is now maintaining strict controls 
on the e xport of barter cotton. It is estimated that only about 100,000 
bales of cotton will be exported under CCC barter transactions during 
the current marketing year; whereas, approximately 400,000 bales 
moved out under barter during the previous marketing year and 
approximately 1 million bales in the year before the last marketing 
year. 

Mr. Garnines. Let me ask you a question right there. 

This million bales and 400,000 bales moved out prior to the time 
the Department of Agriculture placed restrictions with respect to 
barter transactions requiring identical bales be moved in export under 
the barter transaction; is that right ? 

Mr. Hynps. That is right. I would say subsequent to the year that 
a million bales were exported that restrictions were put in with re- 
spect to country destinations and that brought it down from a million 
bales to 400,000 bales. 

Subsequent to that year, beginning last August, the restriction that 
you export the identical b: ale acquired from CCC has further reduced 
it down to probably an estimated 100,000 bales this year 


eS 
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The Crarrman. You mean that 2 years ago you exported 1 million 
bales under Public Law 480, and this year, this last year, only 100,000 
bales ? 

Mr. Hynps. Under barter. 

The CuatrmMan. That is what I mean. 

Mr. Hynps. 2 years ago, a million bales to market. 

The CHAIRMAN. This ) year 100, 000% 

Mr. Hynps. That is right; yes, sir. 

The Cuatrman. How much of that decrease do you attribute to 
this regulation which requires the delivery of identical cotton ? 

Mr. Hynos. I think the yardstick probably would be the decrease 
from 400,000 bales to 100,000 bales. 

The Cuarmman. All right. Proceed. 

Mr. Hynps. 300,000 bales. 

The CuarrMan. You attribute that to this order requiring the de- 
livery of identical cotton / 

Mr. Hynops. Yes, sir. 

The Cuairman, I am not a cotton expert and I do not know any. 
thing about it, but why is it that you have to have the identical cotton ? 
W hy does the Department require you to have the identical cotton 
rather than—— 

Mr. Hynps. I expect that the remainder of my statement will bring 
that out. 

The Cnarrman. Go ahead, 

Mr. Hynpos. The countries to which barter cotton may be shipped 
are severely restricted under authority of the basic barter law. The 
provisions contained in H.R. 12292 do not relax these controls con- 

trols. Attached to this statement is exhibit No. 1 which sets forth 
the country designations and the restrictions that are applicable to 
each of the four groups of countries shown therein. 

At this time I would like to turn to exhibit No. 1 and you can see 
there the four classifications. You have the X countries, A countries, 
B countries, and C countries. 

In the X category, none of those countries is eligible for barter, 
and in the A countries you can do bilateral or multilateral transac- 
tions only after the U.S. Department of Agriculture determines that 
the export of the commodity will not unduly disrupt world prices 
or re plac e dollar sales. 

In the B category, there are countries to which you have to do bi- 
lateral or multilateral transactions. In the case of the C countries, 
there are no restrictions. They are small countries and receive only 
6 percent of our e xports. 

ae attached is exhibit No, 2, which gives an analysis of exports 
of U.S. cotton during the first 8 months of the 1959-60 cotton market- 
ing year by countries of destinations as presently grouped into coun- 
try designations in CCC barter regul: ations. 

Mr. Garurnes. That table shows that in the case of the X countries 
there was an export of 3,073,882, and as to the other countries, under 
the announcement of the Department of Agriculture under date of 
September 16, 1959, they are not eligible for barter at all. Yet, they 
are the ones that are purchasing our cotton. 

Mr. Hynps. That isright. Yes, sir. 

The Cuatrman. What comes about as a result of that? 
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Mr. Hynps. Maybe if I finish the statement ? 

The CHarrMan. Go ahead then. 

Mr. Hywnps. It is interesting to note that eight hard-currency coun- 
tries in the group designated “X,” which are not eligible for barter, 
purchased 63.8 percent of the cotton exported from the United States 
during the 8-month period. 

I will name those countries shown on the list : Belgium-Luxembourg, 
Canada, Western Germany, Italy, Japan, the Netherlands, Switzer- 
land, and the United Kingdom. 

The CuarMan. To what extent did our exports to those countries 
decrease ¢ 

They are the hard-currency countries, are they not 4 

Mr. Hynps. Yes, sir; they are on the increase this marketing year. 

The CHarrMan. iesear d 

Mr. Hynps. Yes, sir. 

The Cuairman. Last year? 

Mr. Hynps. Last year they were severely cut back. 

The CuatrrmMan. Go ahead. 

Mr. Hynps. The 17 countries in the group designated “A” pur- 
chased 11.6 percent of the cotton exported. Since November 20, 1959, 
CCC cotton barter regulations require a stringent statement of addi- 
tionality by the textile mill importing barter cotton, which has, "9 far, 
eliminated barter cotton moving to the countries in the group “A” des- 
ignation. More than 75 percent of the export of U.S. cotton - been 
to groups designated “X” and “A.” 

The volume of cotton barter contracts entered into by the Depart- 
ment of Agriculture during the period August 1, 1959, through April 
30, 1960, is reported to be about $6, 400,000, covering approxim: ately 
53,140 bales. These were bilateral or multilateral transactions, which 
generated foreign exchange to pay for the cotton. Only two coun- 
tries, France and the Philippines, were involved in CCC barter trans- 
actions during this period. Both of these countries are in the group 
“B” designation. During this same period, cotton has been exported 
under all programs to a total of 56 countries. 

The two countries represent less than 2 percent. 

For the past several years up to August 10, 1959, the U.S. Depart- 
ment of Agriculture, in issuing regulations governing the acquisition 
and exportation of barter cotton, recognized the necessity for giving 
exporters flexibility to meet foreign customer require ments by export- 
ing either the identical cotton acquired from CCC, or an equal quan- 
tity of substitute cotton. This privilege of substitution was provided 
for in Public Law 395, 84th Congress. 

The substitution privilege was initiated in Senate bill S. 2170, 
introduced by Senator Eastland, and was initiated in the con ipan Lion 
House bill H.R, 7252, introduced by Congressman Gathings, during 
the 84th Congress. Both of these bills were whole heartedly supported 
by all segments of the cotton industry. Both Agric ‘ultural Commit- 
tees of the Congress re ye dene bills out favorably after having 
received the approval of the U.S. Department of Agriculture. The 
bills were duly passed by the C ongress and the act was approved 
by the President on January 28, 1956. The need for the substitution 
privilege is the same today as it was in 1956. Also attached is 
exhibit No. 3 quoting the language of this act. 
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On August 10, 1959, the USDA published new regulations for 
handling cotton under barter transactions which require that the 
identical bales of cotton acquired from CCC for barter purposes be 
exported to the country designated in the barter contract. These 
regulations are still in effect. 

The Commodity Credit Corporation does not guarantee the quality 
of the barter cotton delivered to equal the quality of cotton described 
in their catalog. Even if the CCC makes final settlement on re- 
classification of cotton delivered, it does not guarantee delivery of 
the specific quality of cotton described in the catalog which is needed 
for a barter export commitment. Although the CCC has substantial 
stocks of cotton from which to draw barter cotton, the problem of 
acquiring cotton equal to catalog description still exists. 

On November 18, 1959, the CCC made an amendment to the cotton 
barter regulations which appeared to give some selectivity of the 
cotton to be exported under barter, but in order to benefit from this 
amendment, the exporter would have to purchase from CCC a sub- 
stantial quantity of cotton in addition to the quantity needed for 
barter from which to select and designate the bales to be applied to 
a barter contract. This is only favorable to large operators because 
you have to take the so-called “overs” into stock. Then, too, it is 
workable only when the statutory CCC minimum sales price is "equal 
to or below the market price and the CCC sells at the market price. 
Therefore, this amendment to regulations does not afford any mate- 
rial relief from the present barter requirement that the identical bales 
be exported. 

There are several reasons why it is virtually impossible to export 
the identical cotton acquired from CCC under barter transactions. 
These reasons are in conjunction with the procedure in which barter 
a must be handled. The procedure is as follows: 

The cotton exporter, acting as commodity agent of the barter 
i actor, must make a firm commitment to deliver cotton of a 
specified grade and staple to an importer in the country designated in 
the barter contract. The importer, usually a cotton spinner, requires 
a certain kind of cotton to meet the spinning requirements of his par- 
ticular mill. The cotton must be of uniform quality so as to maintain 
the standard for yarn produced by such mill. 

2. Subsequent to making the export sale and commitment, the cot- 
ton exporter submits a bid to the CSS Commodity Office in New 
Orleans to buy cotton listed in the CCC catalog as being of a certain 
grade and staple needed to fulfill such export commitment. The 
CCC does not guarantee to deliver the quality of cotton described in 
its catalog, but under present barter regulations, the cotton exporter 
is required to export to the designated country the identical bales 
of cotton acquired from CCC for barter purposes regardless of the 
Sa ality of cotton delivered by CCC. 

Experience has proven to purch: isers of CCC cotton that not all 
of ‘the cotton purchased from CCC is equal to the catalog description. 
Therefore, the cotton exporter is required to go into the open market 
and buy substitute cotton of the quality and quantity needed to com- 
plete his export commitment. The cotton delivered by CCC, which 
did not equal the catalog description, becomes a burden on the com- 
modity agent. He cannot afford to ship it on his original export 
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commitment because it would jeopardize his reputation for being a 
reliable exporter of cotton. However, under the present barter regu- 
lations, all of the identical bales of cotton acquired from CCC must 
be exported to the designated country regardless of its quality. 

4. There are only two possible ways to dispose of the CCC overde- 
scribed cotton, which are as follows: 

(a) Attempt to make a supplemental sale of the overdescribed cot- 
ton to an importer in the designated country, but this will be most 
difficult because it may not be of a quality wanted by spinners in the 
designated country and then, too, such supplemental sale of cotton 
would require dollar reimbursement. Most all countries now approved 
* my 3h do not have much U.S. dollar exchange available. 

6) As a last resort, ship the ov erdescribed cotton on consignment 
to the country designated in the barter contract in order to fulfill the 
barter contract requirement of exporting the identical bales of cotton 
to such country. However, it is hazardous to ship cotton on con- 
signment to just any country because sales opportunities are then lim- 
ited to such country, and generally, the cotton must be disposed of at 
sacrifice prices even if dollars are av ailable. 

The risks involved in handling the export of identical bales of cot- 
ton acquired from CCC will restrain cotton exporters from under- 
taking to guarantee the quality of cotton to the foreign importer and 
thereby pass up export opportunities, even if the Department of Agri- 
culture would favor export of barter cotton to certain countries that 
do not have dollar exchange available. 

The amendment contained in H.R. 12292 would eliminate the neces- 
sity of shipping CCC overdescribed cotton on consignment. 

H.R. 12292 provides two requirements that must be met before sub- 
stitution of bales will be permitted. First, the barter contractor must 
export a quantity of cotton equal to the quantity acquired from CCC. 
This is necessary because the CCC invoices barter cotton to the cotton 
exporter at a net export price. Second, the f.o.b. vessel sales value of 
the cotton must equal or exceed the CCC exchange value of the cotton. 
This will assure CCC that the value of the cotton being exported will 
not be less than the value of the strategic material impor ‘ted. The only 
objection expressed by Department of Agriculture officials to allowing 
substitution has been the fear of cotton exporters acquiring high value 
cotton from CCC and exporting lower value cotton. This amendment 
should eliminate this objection. 

I have explored several ways of arriving at the value of the sub- 
stitute cotton exported, and the method proposed in the amendment of 
basing it on the f.o.b, vessel sales value is the only practicable way to 
do it. An alternative way to determine the value would be to submit 
samples of the substitute cotton to a USDA Board of Cotton Exam- 
iners and obtain form A classification certificates. The value could 
then be determined by making extensive calculations, but this is im- 
practicable and expensive. It would cost at least $1 per bale to pay 
for the sampling, transportation on samples, USDA fee for classifica- 
tion, and loss on value of cotton removed from the bale during the 
sampling process. This way of determining the value would, no 
doubt, be objectionable to the New Orleans CSS Commodity Office, 
because it would require too many detailed calculations. The cotton 
trade does not like this alternative procedure either. It would create 
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an unnecessary price spread between U.S. cotton and foreign growths. 
Consequently, the method of using the f.o.b. vessel sales value should 
be acceptable to all concerned. 

In an agreement between the United States of America and India, 
signed at Washington March 3, 1959, it provided that the Government 
of the United States of America, acting under authority contained in 
section 303 of the Agricultural Trade Development and Assistance 
Act, made available for shipment to India a total of approximately 
450,000 metric tons of food grains in exchange for certain strategic 
materials. In this agreement, the exchange value of the food grains 
was fixed as the total cost in the U.S. dollars (basis f.0.b. vessel, U.S. 
ort) at which such shipment was acquired by the Government of 
Sadia from the U.S. firm. The method of establishing the export 
value of barter cotton, as set forth in H.R. 12292, is the same as that 
previously established by the U.S. Government in the aforementioned 
document. Although H.R. 12292 provides for this method of estab- 
lishing the export value of the substitute cotton, it does not change the 
CCC method of establishing the exchange value of the cotton acquired 
for barter purposes, 

It is believed that this amendment will facilitate the exportation of 
cotton that would not otherwise be exported. As an example, there 
is a possibility of exporting additional cotton to Spain under barter. 
It is estimated that Spain must import about 250,000 bales of cotton 
before the domestic crop there starts coming on the market around 
December 1, 1960, in order to meet domestic consumption require- 
ments. This country has been getting cotton consistantly from the 
United States in recent years under the provisions of title T of Public 
Law 480. This country-to-country agreements covering such cotton 
have not required purchase of additional cotton from the United 
States for dollars because no dollars were available. It is my under- 
standing from sources in Spain that the Spanish Government filed an 
urgent request with the United States some 2 or 3 months ago for 
200,000 bales of cotton under title I of Public Law 480. It is doubt- 
ful that the title I authorization to be issued to Spain will exceed 
150,000 bales. Consequently, there will be a deficit in their import 
re quirements of approximately 100,000 bales. Spain is now negotiat- 
ing with Syria to develop a barter transaction whereby wheat flour 
would be exported to Syria in exchange for cotton. I believe that. the 
Department of Agriculture would look with favor on moving 50,000 
bales of U.S. cotton to Spain under barter transactions inasmuch as 
Spain is urgently in need of cotton and does not have dollar exchange 
available for its purchase, but it would be most difficult, if not impos- 
sible, for U.S. cotton exporters to take the risk of selling cotton to 
Spanish importers on a guaranteed grade and staple basis as long as 
barter — ations require the exportation of the identical bales of 
cotton acquired from CCC. 

In conclusion, I wish to say that after you have considered all the 
facts, you will, no doubt, conclude that CCC barter regulations should 
be developed so as to permit cotton barter transactions like that dis- 
cussed above to function unhampered by restrictive regulations. The 
amendment contained in H.R. 12292 would take care of these worth- 
while cases without compromising the basic controls which the De- 
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partment of Agriculture has over barter transactions. The substance 
of this amendment should be incorporated in new CCC cotton barter 
regulations expected to be announced soon to become effective August 
1, 1960. 

EXHIsit No. 1 


COMMODITY-COUNTRY DESIGNATIONS FOR EXPORTATION OF CoTTON UNDER 
BARTER TRANSACTIONS 


The U.S. Department of Agriculture announced on September 16, 1959, a num- 
ber of changes in the barter program with respect to the commodity-country 
designations which reclassifies barter outlets for cotton. The four symbols used 
in connection with the country designations and the meaning of each symbol 
is as follows: 

X—Not eligible for barter. 

A—Bilateral and multilateral transactions only—after USDA determines 
that export of the commodity will not unduly disrupt world prices 
or replace dollar sales. 

B—Bilateral and multilateral transactions only. 

C—No restrictions. 

The classifications on cotton-importing countries are as follows: 


: Eeuador 
Ethiopia and French Somaliland 

Belgium and Luxembourg Finland 
Canada France 
Germany (Western) Indonesia 
Italy (includes Trieste) Israel 
Japan Malaya, Federation of 
Netherlands Philippines 
Switzerland Rhodesia and Nyasaland 
United Kingdom Surinam 

A Taiwan (Formosa) 
Australia Thailand 
Austria Uruguay 
Denmark C 
Eire (Ireland) Algeria 
Greece Arabia 
Hong Kong Argentina 
India Azores 
Jamaica Bolivia 
Mexico Burma 
Norway French West Africa (Tunisia) 
Pakistan Iceland 
Portugal Korea 
Sweden Lebanon 
Syria Morocco 
Trinidad and Tobago Mozambique 
Union of South Africa Nansei and Nampoe Islands 
Venezuela Poland 

B Singapore (British Crown Colony) 
Chile Spain 
Colombia Vietnam, Laos, Cambodia 
Cuba Yugoslavia 


Dominican Republic 


Source: Barter and Stockpiling Division, Commodity Stabilization Service, U.S. Depart- 
ment of Agriculture. 





PUBLIC LAW 480 AMENDMENTS 


. 
z 
a 


ExuHisit No. 2 


Analysis of export of U.S. cotton in running bales from Aug. 1, 1959, through 
Var. 31, 1960, by groups of countries as presently designated in CCC cotton 
barter regulations 


Country designations ! Exports ? | Percentage | Accumulated 
| percentage 


x F wl 3, 073, 882 | 63. 8 | 63. 8 
Ne 558, 834 | 11.6 | 75.4 
B = | 880, 868 18. 3 93. 7 
Cc : | 296, 808 | 6.2 99. 9 
Unidentified... 5, 005 at 100. 0 
Social elintibscie sins nshechelinia athletes 

Total iui ih. SAVES 4, 815, 397 | 100.0 | sake dat 
Source: Barter and Stockpiling Division, Commodity Stabilization Service, U.S. Department of Agri- 


culture, published Sept. 16, 1959. 
2 Source: Cotton Division, Foreign Agricultural Service, U.S. Department of Agriculture. 


ExHIsBIT No. 3 
Public Law 395, 84th Congress, Chapter 14, 2d Session 8S. 2170 


AN ACT To permit sale of Commodity Credit Corporation stocks of basic and storable 
nonbasie agricultural commodities without restriction where similar commodities are 
exported in raw of processed form 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 407 of the Agricultural Act of 
1949, as amended, is amended by adding at the end of such section the following: 
“For the purposes of this section, sales for export shall not only include sales 
made on condition that the identical commodities sold be exported, but shall 
also include sales made on condition that commodities of the same kind and of 
comparable value or quantity be exported, either in raw or processed form.” 

Approved January 28, 1956. 

The Cuatrman. Thank you very much, Mr. Hynds, for your state- 
ment. 

Do you know whether the idea contained in the bill before us has 
been discussed with the officials of the Department ? 

Mr. Hynps. I think it has, by Mr. Gathings, about a year ago. 

The Cuairman. According to your statement, the Department has 
hampered the barter transactions involving cotton; is that right? 

Mr. Hynpbs. With this identical bale; yes, sir. 

The CHarrmMan. I read an article some place—I do not know where 
it was, or When—to the effect that the reason the Department imposes 
restrictions was that a lot of the cotton merchants were getting a wind- 
fall out of these transactions, that they were buying cotton at one price 
from the CCC and delivering other cotton to exporters of inferior 
grade and of less value. 

Could that possibly happen under the provisions of Mr. Gathings’ 
bill? 

Mr. Hynps. No, sir. 

The Cuatrman. If I understood it, the man conducting the barter 
transaction would have to show by documentary proof that the cotton 
exported was of identical value to the cotton purchased from the CCC; 
is that right ? 
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Mr. Hynps. That is equaled or exceeded. 

The CHatrMAN. You do not know what Mr. Benson’s views would 
be on this proposal in the Gathings’ bill ¢ 

Mr. Jounson. Did not Mr. Miller take that up yesterday ‘ 

Mr. Hynps. Mr. Miller testified yesterday in opposition to the bill. 

The Cuarrman. Thank you very much, Mr. Hynds. 

Mr. Gathings, who else do you have on that list ¢ 

Mr. GaTHINes. Mr. C hairman, there is a witness here representing 
the American Cotton Shippers Association. 

The Cuarmman. Proceed, Mr. Williamson. 


STATEMENT OF R. W. WILLIAMSON, ON BEHALF OF COTTON 
SHIPPERS ASSOCIATION, DALLAS, TEX. 


Mr. Witiramson. My name is R. W. Williamson, and I live in 
Dallas, Tex. I am associated with R. L. Dixon & Bros., of that city, 
and I am appearing here for the American C otton SI Lippers Associa- 
tion in opposition to H.R. 12292, which would compel the Department 
of Agriculture to change the present cotton barter provisions. 

In our annual convention of May 7, 1960, the foreign affiairs com- 
mittee had this to say with respect to barter: 

We are pleased to report that the volume of barter contracts during the cur- 
rent season has been materially reduced from last year. However, statistics 
obtained from the Department of Agriculture reveal that 53,140 bales having 
an exchange value of about $6,400,000 have been. bartered between August 1, 
1959, and April 29, 1960, inclusive, which, although only about 25 percent of the 
volume of cotton bartered during the same period last season still represents 
a substantial volume of cotton which could probably have been merchandised in 
the normal manner without the expense to the taxpayer of tieing the cotton 
export to the importation of any so-called strategic material. Over half of the 
total this season has been contracted during March and April 1960. The in- 
coming administration is requested to investigate the matter thoroughly to 
prevent disrupting U.S. exports as has been experienced in the past. 

That is with reference to the American Cotton Shippers Associa- 
tion. 

The CHatmrman. You do not mean the Democratic administration ? 

Mr. Winuiamson. No, sir: hardly. The administration has changed 
each year in the American Cotton Shippers Association, vou under- 
stand. 

The report was adopted unanimously by the convention and I 
might say that I happened to be on this committee and I also hap- 
pened to be its Foreign Affairs Committee chairman of the Foreign 
Textile Association. We discussed this very thoroughly before we 
reported it tothe general meeting. 

We were of the unanimous opinion that barter contracts are 
definitely harmful to normal merchandising. 

Mr. Garutnes. Could I ask you a ig aye there ? 

Several telegrams have been received by me from various cotton 
shippe rs in favor of the bill how pe nding | before the committee, 

Are they members of the American Cotton Shippers Association ? 

Mr. Wituramson. Sir, I do not know the names of the members 
who sent you those telegrams, but this resolution was passed in the 
convention of the American Cotton Shippers Association, which is 
representative of, I would say, 98 percent of the trade. 
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Mr. Gatrurnes. Here is one from your own city of Dallas signed 
by the C. Ito Co. 

‘Mr. Witi1amson. That is the Japanese 

Mr. Gatrurnes. Ito A. H. is the name of the firm. 

Mr. Witu1amson. That is a Japanese firm. 

Mr. Garuines. Are they members of the association ? 

Mr. WittrAmson. Yes, sir; they are. 

They are a Japanese firm vitally interested in their own Japanese 
interests. 

Mr. Garuines. Here is one from the Allenberg Cotton Co. of Mem- 
phis, Tenn. 

Mr. Wituramson. They are also a member. 

Mr. Garutnes. Were they present at the convention which adopted 
this resolution ? 

Mr. Witiiamson. I did not see Mr. Hershey, but he did not voice 
any objection to our resolution. 

Mr. Garuines. Edward Cook of Memphis, Tenn ? 

Mr. WiLLiAMson. Yes, sir; they are members. 

Mr. Gariines. Did they voice any objection ? 

Mr. Witiiamson. No, sir. 

Mr. Garuinas. Ogodeke of Ogodeke, Inc., of Texas ? 

Mr. Wittiamson. Yes, sir; he was present. Not Mr. Ogodeke but 
one of his representatives. ‘He did not voice any objection to our 
resolution. All of these resolutions are open, not to the public, but to 
discussion on the floor in general assembly convention and there was 

no opposition, not even a word said : against this resolution. 

Mr. Poace. Mr. Williamson, may we get this thing cleared up: the 
question of whether barter has increased or decreased normal sales 
of cotton. 

There is a feeling among some of the members of the committee, I 
am sure, that the figures given us here a moment ago by Mr. Hynds 
indicated that, as barter went down, the exports of cotton went down. 
is it not an actual fact that the exports of cotton went way up as the 
volume of barter went down ? 





Mr. Witniamson. That is dependent upon the season to which you 
have reference. 

Mr. Poace. I am talking about last year. 

Mr. Winiiamson. Last year we had an export subsidy from Au- 
gust 1, 1959, through the present time. There has been an export sub- 
sidy in effect and it has a salutory effect on the exports of cotton as 
compared to the previous year. 

Mr. Poace. You heard Mr. Hynds’ testimony and all I am saying 
is that some members of the committee understood him to testify, in 
effect, that the reduction in barter transactions resulted also in a gen- 
eral reduction in the exportation of cotton, 

Mr. Witiiamson. Of course, that is a moot point and it is very 
hard to discuss because you cannot say definitely whether, to some 
countries, barter transactions displace dollar sales or not. It is a very 
fine point and I am sure the Department of Agriculture looks into 
this very closely. 

Mr. Poace. There are many people who are willing to say definitely 
that that is so, but I know that you say it cannot be done. However, 
there are people who have said that before this committee. 
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The Cuamrman. How can it be a moot question when we have sta- 
{istics on this, as Mr. Poage said ¢ 

His question is: Did exports generally decrease or increase as barter 
transactions decreased? We have been told that as barter transactions 
decreased, exports generally decreased, and as barter transactions in- 
creased, exports have increased. 

What is your information about that 4 

Mr. Winnra: ~~. Well, sir, later on in the test imony I have a state- 
ment which might clear that up. 

Mr. Poacre. Do not bother with the statement, Mr. Williamson. 
Do you agree that barter is a good thing? If so, please say so; if not. 
please say so. 

Mr. Witiiamson. No, sir; I do not agree that barter is a good 
thing. 

Mr. Poacr. I am trying to find out, if we did not ship a whole lot 
more cotton last year without barter 

Mr. Wiitiamson. Yes; we did. 

Mr. Poace. You are trying to tell us that “maybe” ¢ 

Mr. Wititamson. It is not maybe, Mr. Poage. It is a question of 
circumstances covering a partic ular transaction to a partic ‘ular coun- 
try. For instance, I do a great deal of foreign travel for our com- 
pany and I have been in markets where the usual price structure has 
been completely disrupted by one or two barter transactions, casual 
barter transactions, I might say, and I do not think, and nobody in 
the country ever thought, they should displace dollar sales. 

The CHatrman. Where was that ¢ 

Mr. Winiiamson. In England. 

The CuarrmMan. You are the first witness who ever appeared before 
the committee who made a statement like that. 

Mr. WituramMson. At this time last year, or about in May of last 
vear, I spent two weeks in a Liverpool] market in England. At that 
time I was informed by our agent there, and many people to whom I 
spoke, that there was absolutely no interest in cotton under the normal 
exportation program. They were only interested in barter cotton be 
cause it is considerab ly che: aper ; considerab ly cheaper. That is al 
most 2 cents a pound ¢ ‘heaper than normal prices. 

The Cnairman. Wait a minute. Do you know whether we had a 
single, solitary barter transaction in England all last year? 

My impression is we did not have a single one, but if I am wrong, 
let us have it. 

Did he say they could get it through barter cheaper than through 
the normal trade, so they are not interested in the normal trade? Is 
that what you said ? 

Mr. Wiixiramson. That is correct. 

The CuarrMan. Give us some examples or some instance to justify 
that statement by you. 

Mr. Wi. LIAMSON. I do not have that evidence with me. 

The CHatrMan. Somebody told you that ? 

Mr. Wiiur1amson. No, sir. I was in Liverpool and I saw it for a 
fact. 
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The CrarrMan. Saw what? 

Mr. Winitamson. Saw the contracts. 

The Crarmman. I just asked you that question and now I will ask 
Mr. Miller off the record. 

(Discussion off the record.) 

Mr. Minter. Mr. Wingate Underhill is here from the Department. 
This is no longer my fie Id. 

The Cuarrman. Who? 

Mr. Miuuier. Mr. Wingate Underhill. 

The CHarrMan. Finish your statement, Mr. Williamson. 

Mr. Poacre. Before we move on, let me see if I completely misunder- 
stand this barter transaction, or not. 

As a matter of fact, we can make a barter transaction with a certain 
country and the cotton might move into Liverpool ? 

Mr. WixtiiAmMson. That is multilateral barter. 

Mr. Poacr. Most of these are multilateral. 

Mr. WiLuiAmson. Some are and some are not. 

Mr. Poacr. The fact that we did not make the transaction in Eng- 
land did not keep cotton from going into Liverpool; did it? 

Mr. WintrAmson. No, sir. 

The CHatrman. Would you yield for another question ? 

Mr. Poaar. Yes. 

The CnatrmMan. Have they had any triangular transactions involv- 
ing cotton put. into the Liverpool market ? 

Mr. Witi1amson. Not to my knowledge, sir. My firm has not done 
that kind of a transaction. 

Mr. Hagen. Mr. Chairman, in his statement he said that 3,000 bales 
went to the United Kingdom during the period July 1, 1959, to April 
1, 1960: is that right ? 

Mr. Wituramson. Yes, sir. Those are the U.S. Department of Ag- 
riculture figures. 

The CHatrmMan. 3,000 bales? 

Mr. Wiituiamson. Yes, sir. 

The CHarrman. Demoralize the Liverpool market ? 

Mr. Wituramson. Mr. Chairman, you would be surprised to see how 
little it takes to disrupt the fine balance of cotton prices. 

The CHairman. Mr. Williamson, the reason I am asking you this 
question is that I have been told, and I think by the offici: als here, that 
we have no set barter transactions in the hard-currency countries 
involved in the barter of cotton. 

Mr. Wiiu1aMson. It is a strange thing, but I travel in all of these 
hard-currency countries and I have met with this—it might have been 
rumor or probably not, but probably based on fact—but a very small 
transaction of maybe 100 or 200 bales will completely disrupt the 
market. structure for several weeks. 

The CHarrmMan. One hundred or two hundred bales? 

Mr. Wiuxuramson. Yes, sir. 

The CrarMan. Disrupt the Liverpool market ? 

Mr. Wini1AmMson. Yes, sir. 

The CHarrmMan. Go ahead with your statement. 
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Mr. WixuiamMson. Last year a witness for the National Cotton Coun- 
cil and another for this association testified with respect to the diffi- 
culties and interference with normal dollar sales resulting from barter 
transactions. Asthe American stated then: 

We are opposed to the barter program for cotton as unnecessary and costly 
and because it interferes with sales for dollars, creates price uncertainty, and 
demoralizes markets. 

* * * * * > * 

The availability of barter contracts is limited and uncertain. It is extremely 
confusing to our spinner customers to receive an offer today at 25 cents per 
pound, cheapened by the barter discount, and to be asked 28 cents tomorrow for 
exactly the same quality because a particular barter contract has been com- 
pleted. Our customers abroad cannot price their yarn and textiles on the basis 
of spasmodic purchases of cotton under the barter program because it will not 
be available at such a price when needed to fill their commitments. They cannot 
wait or ¢ ‘lose the ir mills hoping for anothe ‘r barter opportunity. prom the cotton 


sibihihes svaibahie seni alls only | in arbitrarily selec ted ‘countries to ys 
particularly spinners who are able to take advantage of a fleeting opportunity 
when it arises. There seems to be no way for the cotton trade here or the mills 
abroad to anticipate these extra and unique subsidies. 

We think that the outstanding registration of sales for exports, 
which amounted to 6,576,034 ae this season up to May 20, 1960, shows 
that cotton can be sold for dolla Mutual Security Act, Export-Im- 
port Bank and Public Law 480 fi lancing will cover 1.5 million bales. 
$2,500 bales were exported under barter during the period July 1, 
1959, through April 1, 1960. We are told 49,000 bales were exported 
in the January-March quarter, of which Hong Kong got 12,000; 
Japan, 11,000; France, 6,000; Israel, 4,000; United Kingdom, 3.000; 
British Malay, 2,000; Italy, 1,000; and undesignated countries the re- 
maining 10,000 bales. We think it is apparent that of the listed 
countries, none suffers particularly under substantial payment dis- 
ability. 

The relative stability of the price for U.S. cotton on a level attrac- 
tive to foreign consumers has been an important factor in our high ex- 
port sales this season. Because of their relatively smaller volume, 
barter transactions have not played the highly disturbing price role to 
which we objected. The applicable regulations, including that requir- 
ing export of the identical cotton, do not offer the same ince ntives to 
work out barter deals rather than pay dollars for cotton. TLR, 12292 
would reverse one of the rules which limits cotton barter transactions 
to cases where it is really needed. 


The pr ice level at which U.S. cotton is be ing offered for export next 
season is substantially the same as this year. It is unlikely that ex- 
ports will be quite as large as this season, since there was a definite 


concentration of e xports in the early months of this season because of 
the expected subsidy increase. That is not true now. In fact, sales 
during the week e1 nding M: ay 20 for export this season amounted to 
51.538 bales and fore ion buyers have ho price incentive to postpone 
purchases. 

I might inject, and say that during the past 3 weeks my firm and 
several other firms with whom I am well acquainted have received a 
better demand for exportation of American cotton for the first par 
of the fall ot 1960 than we have had in many years. This | has nothin nye 
to do with barter. It is free dollar cotton. 
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We object to barter deals because they create price uncertainty in 
consuming markets, and because that price is dictated largely by the 
situation of the metals and of the deal and of the intermediate broker. 
It is important to understand how these barter deals are worked out. 
It is not a simple matter of exchanging cotton for some material the 
importing country may have. 

The metals importer, in fact, sells his material for a CCC dollar 
export credit which can be used to purchase any surplus agricultural 
commodity. He then offers to transfer this credit at a discount to 
cotton exporters to take on the obligation of exporting an equivalent 
amount of cotton to a permitted country. This means an immediate 
sale must be effected in that particular country which necessitates a 
substantial discount below existing price levels. 

The end result is a further temporary subsidy to exports over and 
above the general payment-in-kind subsidy. This extra subsidy goes 
to a particular mill or mills, usually through large cotton exporters. 
The payment-in-kind subsidy is designed to assure that the American 
price is competitive with other gr owths, and according to the latest 
cotton situation our export prices are competitive. An additional 
subsidy is not only unnecessary, it upsets the whole price structure in 
the foreign market and increases our tax burdens. Sudden and little- 
understood price fluctuations resulting from these privately negotiated 
barter deals deter other buyers, and less, not more, cotton is exported. 

I might inject here that was the situation last spring when I was 
in Europe. 

We are convinced it is an expensive method of exporting cotton, that 
it largely replaces direct sales for dollars, and that only the larger ex- 
porters can utilize it advantageously, whereas dollar sales and sales 
under other forms of government financing are available to small ex- 
porters as well as to large firms. 

We urge that the committee require no change in the existing barter 
regulations or the statute authorizing barter. They are sufficient to 
meet any genuine need for barter whic *h will result in’ additional cotton 
exports, and the proposed change can only facilitate displacing dollar 
sales. 

The Cuatrman. Can you tell us, as a cotton merchant and exporter, 
of a single transaction volving barter which has disrupted normal 
trade and commerce in cotton? Give us the facts in any one case. 
I do not want hearsay. I mean something you know, 

Mr. Witt1amson. I do not have that absolute written evidence with 
me here. 

The Cuatrman. I have asked that question of witness after witness 
appearing here in these hearings—not the current hearings, but 
former hearings—when the committee room was packed and jammed 
with people. Give us the facts in any case where a cotton merchant 
could say that he had a transaction in progress and a barter trans- 
action disrupted it. I do know you made the statement here; no one 
challenged it; the records indicate that in 1957 or 1958, as barter trans- 
actions went down, exports went down. 

Mr. Witiiamson. Yes, sir. 

The CHatrrMan. Barter transactions increased and exports in- 
creased. You point to the Liverpool market, and your own state- 

56858—60——5 
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ment shows only 3,000 bales went into the Liverpool market. You said 
that demoralized it for a whole season, I believe. 

Mr. Witi1amson. Not a whole season, but that particular time 
period of 2 or 3 weeks or a month. 

The Cuatrman. Do you know how that 3,000 bales of commercial 
cotton got into the United Kingdom? Was it the result of a barter 
or an ordinary business transaction ¢ 

Mr. Wixtitamson. It was not an ordinary business transaction. It 
would have been, at an ordinary price in that particular case. I do 
know the definite facts of that particular barter 

The Cuarmman. In other words, you, as a cotton merchant, are just 
unalterably opposed to barter transactions ? 

Mr. Winiiamson. Yes, sir. 

The CuarrMAn. Merely because you think it might disrupt your 
business ? 

Mr. Wittiamson. I do not think because it might disrupt our busi- 
ness, sir, because we have in our files cables from our agents saying 
that barter transactions have destroyed—not in as many words, but 
virtually—have destroyed the price effectiveness of current practice. 

The Cuamman. Why did you not bring those cables today # 

Mr. Wituiamson. I did not think it was necessary. 

The Cuaimrman. I asked you to give us the facts within your own 
knowledge, and you could not give us that. Now you are proposing 
to give us hearsay by some telegrams you say you have in your files 
at home. 

Mr. Witxiiamson. It is very difficult for me to explain the actual 
pricing structure of American cotton abroad in just a few words or 
in just a few minutes. 

The Cuatrman. Did you know we had bartered away over a bil- 
lien dollars’ worth of our surplus commodities in exchange for strate- 
gic materials ? 

Mr. WinttiamMson. Yes, sit 

The CuatrmMan. And that these strategic materials are now worth 
more than at the time we acquired them, and that we are saving over 

. hundred million dollars in storage a year on surplus commodities 
for merly in storage / 

Mr. Witi1amson. Mr. Chairman, I am perfectly willing to admit 
that our appearance here, the appearance here of a representative of 
the American Cotton Shi ippers Assoc iation, is from a selfish motive, 
the same as all others who appear before your committee. 

The Cuarrman. Are not these barter transactions handled by Amer- 
ican export cotton a gic 

Mr. Winuramson. Yes, sir, but not all cotton shippers. 

The CHamman,. They are your employers, are they not ? 

Mr. Wittramson. I beg your pardon ? 

The CHatrmMan. You are employed by the Cotton Shippers Asso- 
ciation, are you not é 

Mr. Witu1amson. No, sir. I am a member of the American Cotton 
Shippers Association. 

The CuatrmMan. Are you speaking here for them ? 

Mr. Wintramson. Yes, sir. 

The Cuairman. They asked you to come and present their views? 
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Mr. Wittramson. That is correct. Their view is that barter is 
unnecessary and it disrupts normal pricing of American cotton. 

The Cuatmrman. That is their opinion 4 

Mr. Wititamson. Yes, sir. 

The Cuamman. W ith all the cotton shippers belonging to your 
association, you are not able to give us the factual situation in any par- 
ticular transaction that would justify that conclusion or that opinion ? 
You know, if this comimttee thought that barter was interfering 
with normal trade, we could abolish barter, but we have thought we 
safeguarded normal trade by writing into the law the specific lan- 
guage which required the Department to protect the channels of nor- 
mal trade and commerce. If the program has been handled in such 
a way as to interfere with trade and commerce, certainly, this com- 
mittee wants to know. 

Mr. Wituramson. Yes, sir. Mr. Chairman, the only thing I can 
tell you, I admit, is hearsay, but hearsay has a great deal to do with 
the pricing of cotton. 

The Cuamman. What is the hearsay! Give us the hearsay if you 
cannot give us the facts. 

Mr. Wittiamson, Lf you offer cotton for 28 cents—— 

The CuarrmMan. You are not telling us hearsay, You are arguing, 
What did you hear anybody say in Liverpool ? 

Mr. Wiuttramson. I heard said in Liverpool that barter cotton was 
available cheaper than regularly priced American cotton. 

The Cuarrman. And the fact was you found only 3,000 bales of 
American cotton had gone into Liverpool. 

Mr. Witu1amson. 3,000 bales is a very disturbing factor. It is a 
different year we are talking about, too, I believe. 

The Cuatrman. Do you not know that our cotton was cheaper 
because our cotton was being subsidized ? 

Mr. Wiii1amson. I am well aware of that fact, sir. I do transac- 
tions every day with foreign countries. 

The Cuarrman. Do you think we ought not to subsidize American 
cotton and put it into the world market with other cotton ? 

Mr. Wiiui1amson. It is the only way we can sell American cotton 
in competition with other cotton. 

The CHarrMan. What are you complaining about ? 

Mr. Wiui1amson. I complain that barter disrupts normal pricing 
of American cotton. 

The Cuarrman. How? 

Mr. Witi1amson. Because it is sold on a cheaper basis. 

The Cuamman. All our cotton is sold at a cheaper price, is it not? 

Mr. Wiii1amson. Not quite. Suppose we have a subsidy on the 
exportation of cotton. It establishes a price level at which cotton 
can be sold. If some casual transaction is made whereby several 
hundred bales of cotton are sold at an even cheaper basis than the 
already subsidized American cotton, it will certainly disrupt the 
price structure. That is what happens when barter cotton is trans- 
acted, because when an American exporter assumes a commitment to 
export 200 bales of cotton against a barter transaction, he must dis- 
pose of that cotton in addition to his usual sales, and in addition to 
his usual sales he must make the cotton cheaper to make it attractive. 











64 PUBLIC LAW 480 AMENDMENTS 


He cannot hold the cotton indefinitely and merchandise it in a normal 
manner. 

The CuarrmMan. You are putting up an argument to justify your 
position, rather than telling us the facts in a given case. 

Mr. Wituramson. Mr. Chairman, I stated a moment ago I could 
not give you a definite fact. 

The Cuatrman. Can you tell us anything about the export situa- 
tion involving cotton? Have our exports of cotton gone up as barter 
transactions decreased, or is the reverse true ¢ 

Mr. Witi1amson. Our general exports have increased as we have 
met world prices. When the American cotton was not being sold at 
world prices, we had very small exports. In the season 1958 through 
1959 we exported only 2,800,000 bales. 

The Cuamman. When? 

Mr. Wii11aMson. 1958-59. 

The CHarrman. How about 1957? 

Mr. Wiiuramson. It was still a small amount. I do not have the 
definite figure. But in 1959-60 we have already registered sales for 
export of over 614 million bales. 

The Cuarrman. Is that due to the fact that we now have a positive 
program on cotton ? 

Mr. Wuu1amson. Right. In our opinion, barter does not add to 
that. 

Mr. Poace. I want to get it clear here that you are not expected 
to have all the records of your firm here at this time. I think maybe 
you got that impression from the chairman. He was not intending to 
tell you you had to have the record here. 

e Witiiamson. Excuse me. Maybe I was negligent in not bring- 
ing it. 

Mr. Poace. He came to testify; he did testify on what he wanted to. 

The Cuarrman. Without bringing the records to substantiate his 
statement. 

Mr. Poace. He did not come here to do anything except testify on 
this bill. His statement does sere this bill. I opened this subject, 
I am sure. I am sorry I did; I did not intend to bring on this kind 
of discussion. When I opened this question about barter, I thought 
you might give us just a statement of your position on barter as con- 
trasted to that of Mr. Hynds. 

He made the clear statement, if I understand him, or some members 
of the committee understood him to say: “As barter decreased, gen- 
eral exports of cotton decreased.” I do not believe anything of the 
kind, and I do not believe you do. 

Mr. Wiuramson. I think barter is something entirely different 
from the present export program. 

Mr. Poace. Of course, it is different. As far as I can see, the fact 
that we shipped 6 million bales this year is neither because we bar- 
tered nor because we did not barter. 

Mr. Wuu1amson. That is correct. 

Mr. Poage. It was due to an entirely different set of facts, which I 
think you are trying to tell us. 

Mr. Wiiu1amson. Yes, sir. 
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Mr. Poacr. The implication has been that as barter decreases, ex- 
ports decrease; I think you had an opportunity at least to say very 
ositively and very truthfully that there was no such relationship. 

Mr. Witxt1amson. That is correct. 

Mr. Poacr. And there is no such relationship between the barter 
and normal transactions. 

Mr. Witu1amson. That is absurd. 

Mr. Poaar. The fact is we did export last year in big quantities, 
and we did not do much bartering. 

Mr. Wiutu1amson. That is correct. 

Mr. Poaar. That is the fact? 

Mr. Wititamson. Yes. 

Mr. Poacr. I had hoped at least you might lay those facts out, 
because they are exactly contrary to what some members of the com- 
mittee have understood the facts to be. 

As to your records, I think the chairman will agree if you will 
work up the records, it would be most helpful. The chairman has 
said that, of all the witnesses here, nobody ever gives us a case, no- 
body ever carries it through. You cannot do it on the spur of the 
moment. You did not come up here knowing you were going to be 
cross-examined or made a defendant or anything of the kind. 

Can you not get—cannot the American Cotton Shippers Associa- 
tion, if they are interested in this thing—I think they are; it ought 
not to be a burden imposed upon you alone—cannot the American 
Cotton Shippers Association produce records showing the effect of a 
specific market as a result of specific barter transactions, and get the 
names and get the people that sold the cotton and the amount they 
did sell it under the market ? 

Mr. Wiiuramson. Yes, sir; I think we can supply that. 

Mr. Poace. Nobody has ever supplied that to this committee. We 
have rehashed this barter deal every year for about 5 years. Frankly, 
I have been one of those who felt maybe we were not doing enough 
bartering. I thought maybe we ought to move some things. One of 
the reasons is you folks have not, as the chairman says, presented evi- 
dence, but you cannot do it just offhand. Can you not prepare that 
evidence and send it to us and let us put it in the record? 

Mr. Winuiamson. I think we can. 

Mr. Poacr. I ask unanimous consent that the gentleman be allowed 
to prepare the documents, showing specifically what has happened in 
the case of at least one barter transaction where it demoralized the 
American cotton market. 

Mr. Jennrnos. Maybe this other gentleman, who admitted he had 
to sell cotton under the market price, might submit that information, 
also. 

The Cuarrman. The Department should be able to submit some 
information. 

Mr. Jenninos. This gentleman says he will be pleased to submit in- 
formation that he had to sell cotton below the trading price. 

The Cuatrman. You bring the information Mr. Poage asked you 
to bring. 

Mr. Wixx1amson. Yes. 

Mr. Garutnes. Mr. Chairman. 

The CHatrman. Mr. Gathings. 
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Mr. Gatuines. Mr. Chairman, I have a copy of a letter under date 
of March 23, 1959, which was addressed to Clifford Davis, House Office 
Building, Washington, D.C., signed by Caffey Robertson, and I would 
like to ask consent that this full letter be incorporated in the record, 
but, to answer the question with respect to specific instances of de- 
moralizing prices, I think it ought to be put in the record right at 
this time while we have Mr. Williamson on the stand. In this letter, 
from the bottom of page 1, I quote from this letter from Mr. Robert- 
son to Representative Clifford Davis: 

We receive many evidences of the demoralizing effects of these barter trans- 
actions. Our Liverpool connection writes under date of March 12: 

“There has been some barter business done in the past 10 days on the shorter 
staple U.S. cottons, amounting to some few thousand bales, and the prices rul- 
ing were around 8 percent lower than normal selling prices on U.S. cottons, 
This business has been confined to only a few U.S. shippers, as the majority of 
shippers would not offer on these terms or, possibly, many preferred not to do 
so.” 

Under date of March 20, Mr. Robertson says this, and he quotes 
from, no doubt, the Liverpool connection as well. 

Quoting from the Liverpool connection : 

“My pessimism was based entirely on the fact that I had heard that some 
further barter business had been done this week, and I wrote to you last week 
about such business. This barter trade has done a great amount of harm, as it 


ruins the normal trading of shippers and completely takes away confidence as 
regards values.” 


He goes on and says this on his own: 


“I submitted your offer and, although I do not believe L.C.C. bought, I under- 
stand that Memphis offers ranged from as low as 25.25 cents and up to 26.75 
cents for the S.L.M. 1%.-inch Memphis cotton. This can only have been on barter 
terms when the lowest price is over 200 cent points cheaper than your offer. 

“The barter business seems to be very limited, but some 1,600 bales have been 
put through in the past 2 days, and this might or might not be the completion 
of the barter business, as no one seems to know.” 

Mr, Wiiu1aMmson. That is the period to which I had reference. 

The Cuarrman. That will be included at the end of Mr. William- 
son’s testimony. 

Mr. Garuines. Also, a portion of a letter to me from Robertson— 
there are personal matters in there that ought not go into the record— 
but that part that has to do with the issue of barter ought to be incor- 
porated in the record. It is dated May 26, 1960. 

The Cuarrman. Who is that from? 

Mr. Garurnes. That is from Mr. Caffey Robertson, too. 

Mr. Chairman, also, I have a letter from the National Cotton 
Council of America. I would like to ask permission to have that in- 
cluded in the record. 

I have a telegram from C. Itoh & Co., to which I referred a while 
ago, of Dallas, Tex.; a telegram from Herbert L. Brown, export de- 
partment, Allenberg Cotton Co., Memphis, Tenn. ; letter from Everett 
R. Cook, Cook & Co., Inc., cotton, Memphis, Tenn.; telegram from 
Otto Goedecke, president, Otto Goedecke, Inc.; telegram from Cook 
& Co., Inc., Fresno, Calif. 

The Cuarrman. Without objection, those communications will be 
included in the record at the end of Mr. Williamson’s testimony. 

Mr. Williamson, it is 12 o’clock now. Have you finished your state- 
ment ¢ 


Ee 





er 
i1- 
iS. 
of 
lo 


eS 


1e 
ak 


AS 


T'- 
75 
er 


en 
on 


PUBLIC LAW 480 AMENDMENTS 67 


Mr. Witi1aMson. Yes, sir. 

The Cuarrman. Thank you very much for your appearance here. 
If you will submit that information to us later, we will have it included 
in the record as part of your statement. 

Mr. Witi1aMson. Yes, sir. 

(The documents submitted by Mr. Gathings follow :) 


MARCH 23, 1959. 
Hon. CLiIFForD Davis, 


House Office Building, Washington, D.C. 


Deak CuirF: I know you can be helpful in correcting a matter which is seri- 
ously disturbing the great majority of cotton exporters and if not dealt with 
promptly will jeopardize the upcoming 1959-60 export program upon which the 
Government and the trade places such high hopes. 

I refer to the barter business by which strategic stockpiling materials are 
accepted in payment for equivalent amounts of cotton exports. 

The total volume has not been great and only a few cotton export firms have 
had the unique ability to participate. The serious feature of this business, 
however, is that the excessive prices paid for the imported strategic materials 
enable the U.S. exporter to offer the cotton involved at tremendous discounts 
under our routine sales-for-export prices. 

You can readily see that it takes only a few such sales in export markets to 
completely disrupt the remaining major portion of our cotton-export potential. 

The following resolution just adopted by the Texas Cotton Association in 
annual convention clearly covers my point: 

“Be it resolved, That the Texas Cotton Association is strongly opposed to barter 
business for the following reasons: 

“1. It is completely contrary to the conception and principle of free trade. 

“2. It is thoroughly demoralizing to the cotton-export business because the rela- 
tively small volume of barter disrupts the entire price structure of the nonbarter 
potential. 

“8. It is of unsound policy to allow an excessive profit margin on imported 
stockpile material which enables the importer to pass on large discounts, ranging 
in some instances up to 17 percent, depending on the nature of the strategic 
material, to the benefit of the foreign cotton consumer and at the expense of 
the U.S. taxpayer.” 

We receive many evidences of the demoralizing effects of these barter trans- 
actions. Our Liverpool connection writes, under date of March 12: 

“There has been some barter business done in the past 10 days on the shorter 
staple U.S. cottons, amounting to some few thousand bales, and the prices ruling 
were around 8 percent lower than normal selling prices on U.S. cottons. This 
business has been confined to only a few U.S. shippers, as the majority of shippers 
would not offer on these terms or, possibly, many preferred not to do so.” 

Under date of march 20: 

“My pessimism was based entirely on the fact that I had heard that some 
further barter business had been done this week, and I wrote to you last week 
about such business. This barter trade has done a great amount of harm, as it 
ruins the normal trading of shippers and completely takes away confidence as 
regards values. 

“T submitted your offer and, although I do not believe L.C.C. bought, I under- 
stand that Memphis offers ranged from as low as 25.25 cents and up to 26.75 
cents for the S.L.M. 144¢-inch, Memphis cotton. This can only have been on 
barter terms when the lowest price is over 200 cent points cheaper than your 
offer. 

“The barter business seems to be very limited, but some 1,600 bales have been 
put throngh in the past 2 days, and this might or might not be the completion 
of the barter business, as no one seems to know.” 

Further, our Canadian agent writes under date of March 18: 

“We have run into a new development in Canada with regard to price. Ameri- 
ean cotton is now being offered in Canada at a discount under the usual CCC 
export price by shippers who are taking advantage of a U.S. program providing 
for export of surplus agricultural commodities in exchange for import of 
strategic minerals from various countries. At least one large trade has been 
put through in Canada, for Memphis Strict Low Middling 1149-inch, resulting in 
a saving of 200 points, possibly more, under the normal U.S. export price.” 
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Your good and immediate efforts to remove this “fly from the ointment” will 
be a great favor to the cotton trade and to the U.S. taxpayers, because as long 
as it remains it constitutes an extravagance in obtaining strategic stockpile ma- 
terials and jeopardizes the effectiveness of Uncle Sam’s entire sales-for-export 
program which must succeed to stop the enormous drain on the Federal Treasury. 

Thanking you for your usual good and effective assistance, and with warm 
personal regards, I am, 

Yours very sincerely, 
CAFFEY ROBERTSON. 


CAFFEY ROBERTSON Co., 
Memphis, Tenn., May 26, 1960. 
Hon. E. C. (Took) GATHINGS, 

House Office Building, Washington, D.C. 


Dear Took: This bill leaves the impression that you would implement a mar- 
keting method which our experience as marketers of U.S. cotton shows to be 
detrimental to the maximum marketing of U.S. cotton in world markets. The 
record of barter is that while never contributing any substantial sales on its 
own it undoubtedly detracts from the volume of cotton sales which would other- 
wise be accomplished. Insofar as it is practiced, it also detracts from the im- 
portant dollar returns of the United States and constitutes a wasteful and costly 
method for acquiring our so-called strategic materials. 

Furthermore, barter deals involve such intricate details that only a few world 
trading firms with extraordinary resources can undertake them. The vast ma- 
jority of cotton exporters are therefore excluded and suffer the added conse- 
quence of thwarted orthodox sales, as pointed out by the export markets quoted 
in my letter to Congressman Davis. 

For the reasons cited, and knowing you and your distinguished record as I 
do, I felt certain that you would like to have the information which only your 
friends in the cotton trade can supply from their intimate experience in world 
trade. 

Again thanking you for your consideration and assuring you of my high esteem 
and warm personal regards, I am, 

Yours very sincerely, 
CAFFEY ROBERTSON. 


NATIONAL CoTTON COUNCIL OF AMERICA, 
Washington, D.C., June 2, 1960. 
Hon. E. C. GATHINGS, 
House Office Building, Washington, D.C. 

Dear Took: This is with reference to our conversation regarding H.R. 12292, 
which would change the barter program. 

Read Dunn, the council’s foreign trade director, is the member of the council 
staff who has responsibility in this area and is familiar with the barter pro- 
gram. Since he is out of the country, attending a meeting of the International 
Cotton Advisory Committee in Mexico City, we will not be able to testify. 

We have discussed H.R. 12292 by telephone with Read and members of the 
council’s foreign trade committee. Our resolution on barter is definite and 
specific. At the council’s annual meeting in Atlanta, Ga., on February 9 and 
10, 1959 the following resolution was passed: 

“That the council recommend discontinuation of the barter program for cot- 
ton, because of the heavy expense entailed and the fact that it largely inter- 
feres with sales for dollars and other sales programs and creates price un- 
certainty and demoralizes markets.” 

At the council’s annual meeting in Dallas, Tex., February 8 and 9, 1960, the 
previous position was reaffirmed, as follows: 

“That the council reiterate its position that barter is destructive of normal 
markets and unduly expensive.” 

Under these circumstances I am sure that you will agree that the council 
must oppose any proposal that would facilitate barter, since we are so clearly 
opposed to barter itself. Our opposition is based on the fact that barter does 
not result in increased exports, but in many instances actually deters exports. 

We appreciate very much your interest in programs affecting cotton and your 
leadership on these matters. 

Best regards. 

Sincerely, 
J. Banks YOUNG. 
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Dattas, Tex., May 26, 1960. 
Hon, E. C. GATHINGS, 
New House Office Building, 
Washington, D.C.: 

We wish to advise that we endorse your H.R. 12292, which we feel will in- 
crease the possibility of exporting cotton to foreign destinations which otherwise 
would be impossible without your bill. 

©. Iron & Co. (AMERICA), INC. 


MemPuis, TENN., May 26, 1960. 
Hon. BE. C. GATHINGS, 
House Office Building, 
Washington, D.C.: 

We endorse and favor passage of proposed amendment as contained in your 
bill H.R. 12292 to make possible cotton barter of other than identical CCC bales 
but at the same time limiting value of what bartered to no less than value of 
what acquired from CCC. 

Hersert L. Brown, 
Export Department, Allenberg Cotton Co. 


Cook & Co., INC., 
Memphis, Tenn., May 26, 1960. 
Hon. E. C. GATHINGS, 
New House Office Building, 
Washington, D.C. 

Dear Took: I have received a copy of H.R. 12292, which you introduced to 
eorrect the very difficult situation confronting the exportation of new crop 
cotton under barter transactions. 

The present Government carryover stocks are composed of qualities which 
will make them extremely difficult to work off under barter arrangements. 

Your bill provides a further outlet for the new crop and gives some flexibility 
to operating under barter transactions without compromising barter values. 

I consider the bill a very constructive move. 

With best regards, I am, 

Sincerely, 
EVERETT R. Cook. 


HALLETTSVILLE, TEx., June 1, 1960. 
Hon. E. C. GATHINGS, 
New House Office Building, 
Washington, D.C.: 

We are definitely in favor of H.R. 12292. Present regulations of USDA on 
cotton barter transaction are entirely too restrictive and greatly handicapped 
removal of surplus cotton stocks. Substitution clause is most essential and has 
in the past been supported by cotton shippers and other cotton interests alike. 

OTtTo GOEDECKE, 
President, Otto Goedecke, Inc. 
FRESNO, CaAuir., June 1, 1960. 
Hon. FE. C. GATHINGS, 
New House Office Building, 
Washington, D.C.: 
Consider H.R. 12292 constructive move, giving flexibility to operation under 
barter arrangements. 
Cook & Co., ING., 
WINSTON P. HANDWERKER, 
Vice President. 

The CHarrM AN. Unfortunately, we have reached the adjournment 
time of 12 o’clock. We have the followi ing witnesses listed: 

Mr. William F. Brooks, president, National Grain Trade Council; 
Mr. Herb Harris and Mr. John G. Lynn, American Farm Bureau 
Federation; Mr. Reuben Johnson, National Farmers Union; and 
Mr. Dave Whatley. 
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I am sorry we had to keep the Department witnesses here. We will 
adjourn the meeting until 2 :30. 

Mr. Witu1amson. Thank you for the opportunity of allowing us 
to appear here. 

The Cuarrman. We will adjourn. 

(Whereupon, at 12 o’clock noon, the committee recessed, to recon- 
vene at 2 :30 p.m. of the same day.) 

The CHatrmMan. We intended to go ahead with the hearing this 
afternoon, but we are having quorum calls every 15 to 20 minutes, 
I would like to ask all of you to return here and we will schedule 
hearings as soon as we can early next week. 

In looking over our schedule I see that the only time we have open 
is Monday afternoon at 2:30. 

If any witnesses are here from any distance, you may file any state- 
ments you have at this time. 

The hearing is adjourned until Monday afternoon at 2 :30. 
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MONDAY, JUNE 6, 1960 


Houser or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 


Washington, D.C. 


The committee met pursuant to recess, at 2:35 p.m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) pre- 
siding. 

Present: Representatives Cooley (chairman), Poage, Abernethy, 
Thompson, Jones of Missouri, Hagen, Matthews, McGovern, Breed- 
ing, Hogan, Levering, Hoeven, Dague, McIntire, Dixon, Smith of 
Kansas, Teague of California, Quie, Short, Pirnie, and Latta. 

Also present: Christine 8. Gallagher, clerk; John J. Heimburger, 
counsel; and Francis M. LeMay, consultant. 

Mr. Poace (presiding). The committee will please come to order. 
The chairman will be here in a few minutes. We want to get started 
as soon as we can, because I believe Mr. Brooks is trying to catch a 
plane from here. 

We will now hear from you, Mr. Brooks. 


STATEMENT OF WILLIAM F. BROOKS, REPRESENTING THE 
NATIONAL GRAIN TRADE COUNCIL 


Mr. Brooks. Mr. Chairman and members of the committee, I am 
William F. Brooks, representing the National Grain Trade Council. 
For the council I want to thank the committee for this opportunity 
to present our views on bills to amend the Agricultural Trade Devel- 
opment and Assistance Act of 1954, particularly the bill H.R. 12104. 
The National Grain Trade Council’s members are 29 organized grain 
exchanges and 6 national associations whose members’ businesses are 
connected with the grain industry. <A list of our members is attached. 

This statement will be chiefly concerned with section 1(2)(a) of 
H.R. 12104. This section would add a new section, section 110, to the 
Agricultural Trade Development and Assistance Act of 1954. 

This new section purports to facilitate the establishment of na- 
tional food reserves in underdeveloped countries that these reserves 
may be available to meet food needs in times of emergency. Con- 
nected with the establishment of these emergency reserves alleged to 
be required in times of crop shortages or floods, is the expressed in- 
tention of the Department of Agriculture to encourage in underde- 
veloped countries, through loans and grants, the construction of ade- 
quate storage facilities to house reserve stocks. 

A year ago this committee and other committees of the House and 
of the Senate considered bills to extend and amend the Agricultural 
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Trade Development and Assistance Act of 1954. This committee and 
those other committees studied proposals similar to this proposal con- 
tained in H.R. 12104. After a mature and objective consideration of 
these proposals, “ol were not adopted by the Congress. 

We know of no developments which have occurred during the past 
12 months to warrant favorable action by Congress this year. We 
believe that operations under Public Law 480 during the past 12 
months warrant the conclusion that the Agrictultural Trade Devel- 
opment and Assistance Act of 1954 grants to the executive branch 
adequate authority to cover all the contingencies which the Depart- 
ment of Agriculture alleges may arise to warrant the enactment of 
the new proposed section 110. 

On May 4 this year, the U.S. Government entered in to Public Law 
480 agreement with the Government of India for the sale, over a 4- 
year period, of 16 million metric tons of wheat and of 1 million metric 
tons of rice. This agreement w: is announce xd as an agreement “under- 
taken as part of the President’s food-for peace program. This is 
the fifth Public Law 480 agreement entered into with the Government 
of India. 

The White House’s announcement of this agreement stated as fol- 
lows: 

It is almost four times as large as any agreement previously signed with any 
country since the beginning of the program in 14. 

It is the first agreement to span a period of 4 years. 

It is the first agreement specifically designed to help a country in establish- 
ing substantial food reserves; one-fourth of the wheat and all of the rice will 
be available for such purpose. The stockpiling feature of the agreement will 
provide India with 147 million bushels of wheat and 22 million bags of rice over 
the 4-year period for reserve purposes. 

In view of this White House announcement of the Indian agree- 
ment, we suggest that adequate authority already exists under the 
present provisions of Public Law 480 to est: ablish reserve stocks in 
underdeveloped countries. 

We note that in his letter transmitting this propose dd legish ation to 
the Congress, the Secretary of Agriculture, in commenting on the 
establishment of reserve stocks in underdeveloped countries, states: 

In addition to such limiting factors as climate and port handling and other 
distribution facilities, there is the fact that at the present time practically no 
suitable storage exists for the establishment of reserves in such countries. We 
are encouraging the use of title I sales proceeds made available to the govern- 
ments of such countries through loans and grants for the construction of ade 
quate storage facilities. * * * 

We wish to point out that the International Cooperation Adminis- 
tration and its predecessor organizations have considered the feasibil- 
ity of using foreign currencies to establish storage facilities under the 
provisions of the International Cooperation Act and its predecessor 
statutes. One project involved the erection of grain elevators in 
India. 

A special study mission of the House Committee on Foreign Affairs, 
in a report filed pursuant to House Resolution 113, 86th Congress, 1st 
session (H. Rept. 1386), at page 19, commented on this Indian grain 
storage proposal as follows: 
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O. Inadequate planning and administration by ICA 


The study mission found a tendency on the part of several U.S. personnel 
serving in foreign nations to magnify the interests of the particular country to 
which they are assigned. As a result of this practice, some projects have been 
undertaken without adequate consideration either of suitability or excessive cost 
to the United States. 

Specific examples of these projects are— 

(1) Grain elevator in India.—The study mission had an opportunity to visit 
Hapur where modern grain elevators have been constructed. The total cost of 
constructing this modern storage of food grains, with metal building and eleva- 
tors, 20 silos and a huge warehouse, is approximately $600,000, about $415,000 
of which was expended by the United States. 

A project agreement was signed in 1954 to assist the Government of India in 
exploring the advantages of new types of construction for the storage of grain. 
Two 10,000-ton silos, complete with grain elev: ar and 50 prefabricated metal 
storage buildings were to be provided from U.S. project funds at two locations 
within the country. 

In April 1956 the International Cooperation Administration obligated $4 mil- 
lion for the procurement of 500 additional prefabricated storage buildings, and 
also planned to contribute an additional $3 million in 1957. These plans were 
made, although the project for the 50 buildings was not progressing. When this 
condition was recognized, the sums were deobligated and the $4 million was 
transferred to another project. 

The study mission is concerned with the magnitude of this program and the 
apparent lack of adequate planning. The grain elevators at Hapur are larger 
and better equipped than many in the United States, as well as more costly to 
build than many of comparable size. There was no food grain in the elevator, and 
there is very little prospect that there will ever be any need for such a mammoth 
construction. If the same amount of money had been used for constructing 
smaller elevators in the country, there is the likelihood that more people would 
be employed and more mouths fed. Large central storage elevators are not the 
answer for India in view of the small amount of grain grown in comparison to 
the population, since there is very little, if any, surplus accumulated. 


The Department of Agriculture’s justification for the enactment of 
a new section 110 can be described, in our opinion, as lacking in that 
detail which should be submitted to and studied by Congress before 
approving additional grants of authority. In view of the study mis- 
sion’s report on ICA’s storage undertaking in India, it is possible 
that some storage projects are contemplated by the Department of 
Agriculture without adequate consideration either of their suitability 
or their excessive cost to the United States. On the present state of 
the record, we suggest that the pending legislative proposal has been 
submitted with a lack of adequate justific: ation for its necessity. 

Under the Indian program as announced on May 4, food reserves 
will be established in that country. We must assume that they will 
be established; that they will, when established, be suitable, and that 
they will be established as a result of adequate planning. We feel 
that if the present law is adequate for the establishment of food re- 
serves in India, similar reserves can also be established under present 
law in other underdeveloped countries. 

We can envision no famine situation arising from crop failures 
which cannot be anticipated so as to enable the United States to ship 
foodstuffs under either title I or title II to relieve food shortages 
caused by crop failures. We believe that it is far better, as a matter 
of logistics, to ship foodstuffs when they are needed to places where 
they are needed than to attempt to stoc ‘kpile foodstuffs in places 
where they may be needed but may well in fact be deteriorated, in- 
adequate, and unsuitable when needed—irrespective of the cause of 
the emergency. 
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In 1952 the United Nations, at the suggestion of the Food and Agri- 
culture Organization, established an ad hoc study group to consider 
the question of emergency food reserves. The group studied several 
suggestions. 

These suggestions were that there should be established in under- 
developed countries certain predetermined reserves of food grains or 
that there should be set aside in exporting countries certain predeter- 
mined reserves of food grains for shipment to underdeveloped coun- 
tries in the event of emergencies, or that there should be maintained 
by the United Nations a fund which could be used to purchase food 
grains when an emergency arose and when its scope was reasonably 
ascertainable. 

We are advised that this ad hoc study group decided against the 
principle of stockpiling reserves of food grains in either underde- 
veloped countries or in exporting countries. Our advice is that this 
study group filed with the United Nations a report favoring the estab- 
lishment of a United Nations fund which could be used to purchase 
food grains when an emergency in an underdeveloped country arose 
and when its scope and needs were reasonably ascertainable. 

We imagine that the study group’s decision not to establish stock- 
piles in either importing or exporting countries was in part based on 
a realization that to do so might not meet the emergency requirements 
as they arose; that to do so might result in loss and deterioration if 
stored in underdeveloped countries, and that to do so overlooked the 
ability of exporting nations and the nationals in exporting nations, to 
respond to the needs of underdeveloped countries and of nationals in 
underdeveloped countries, as emergencies arose. 

We recommend against the enactment of a new section 110 to the 
Agricultural Trade Development and Assistance Act of 1954 as set 
forth in the bill H.R. 12104. 

(The roster of members follows :) 


NATIONAL GRAIN TRADE COUNCIL ROSTER OF MEMBERS 


American Feed Manufacturers Association, Inc., Chicago, Il. 
American Seed Trade Association, Chicago, Il. 

Barley & Malt Institute, Chicago, Il. 

Grain & Feed Dealers National Association, Washington, D.C. 
North American Export Grain Association, Inc., New York, N.Y. 
Terminal Elevator Grain Merchants’ Association, Kansas City, Mo. 
Amarillo Grain Exchange, Texas. 

Baltimore Chamber of Commerce, Maryland. 

Buffalo Corn Exchange, New York. 

Denver Grain Exchange Association, Colorado. 

Des Moines Grain Exchange, Iowa. 

Duluth Board of Trade, Minnesota. 

Enid Board of Trade, Oklahoma. 

Forth Worth Grain Exchange, Texas. 

Indianapolis Board of Trade, Indiana. 

Lincoln Grain Exchange, Nebraska. 

Los Angeles Grain Exchange, California. 

Lubbock Grain Exchange, Texas. 

Memphis Board of Trade, Tennessee. 

Milwaukee Grain Exchange, Wisconsin. 

Minneapolis Grain Exchange, Minnesota. 

New Orleans Board of Trade, Ltd., Louisiana. 

New York Produce Exchange, New York. 

Omaha Grain Exchange, Nebraska. 

Peoria Board of Trade, Illinois. 
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Philadelphia Commercial Exchange, Pennsylvania. 
Portland Grain Exchange, Oregon. 

St. Louis Merchants’ Exchange, Missouri. 

St. Joseph Grain Exchange, Missouri. 

Salina Board of Trade, Kansas. 

San Francisco Grain Exchange, California. 

Seattle Grain Exchange, Washington. 

Sioux City Grain Exchange, Iowa. 

Stockton Grain Exchange, California. 

Toledo Board of Trade, Iowa. 


The Cuarrman. We thank you very much for your statement. 

Mr. Poage ? 

Mr. Poacr. I would like to ask Mr. Brooks a question. You seem 
to make a very good statement. I think that is true against stock- 
piling foods and grains, where they do not have adequate facilities 
at hand. 

What do you think that we should do with the surplus? 

Mr. Brooks. I wish that I could answer the question. 

Mr. Poage. I think you can. 

Mr. Brooks. I think that the operation, by way of market dersoy- 
ment, tends to make a dent in the stockpiles of food grains, particularly 
wheat. I think, for instance, that drought in Europe was the largest 
contributing factor to the increase of our exports of feed grain, 

I do not know what the limit is as to the amount of our feed grains 
that can be consumed abroad. I do not care what the programs are. 
I cannot think of any means other than the ones we have now. 

Mr. Poacr. The ones we have now are to store it up and have the 
Government pay storage on stupendous amounts of grain. The pro- 
gram that we have now does that. I am not one who condemns them 
for doing that. I think that they have rendered a service. And I 
do not think that everybody does condemn them, by any manner of 
means. 

But they do have their rascals as everybody has. 

Mr. Brooks. We are in good company. 

Mr. Poace. But it is not all saints and you are not all rascals, by 
along run. 

On the other hand, if I understand this program that we have now 
if it is carried on for another 5 years, you will have destroyed the 
legitimate grain storage people of the United States. And I think 
by it you are destroying honest people in the grain business with a 
program that will cause them to become suspect because of its size. 
The thing is so large that it seems to me inevitable that you are 
bringing about distrust which is sometimes unfounded. And I do 
not like the anathema. 

I think that the present program discredits your clients. What do 
you think about it ? 

Mr. Brooks. I do not know much about economies, but I do recall 
that it has been said that bad money drives out good money. 

I have this feeling about the industry that some small amount of 
bad warehouse practices by new people are going to drive ent good 
warehouse practices on the part of many other people. That is a 
feeling Ihave. Sol agree with you. 
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Mr. Poacr. That is the feeling that I have. If we are right in 
our feeling—if there is justification for our feeling—should we not 
be doing something about it, because it could become a tragedy? I 
do not want to see this grain business that has been built up here over 
100 years, and has become very effective and very sound and eflicient— 
I do not want to see it destroyed. 

Mr. Brooks. Neither do I. 

Mr. Poace. Of course, you do. 

The Cuamman. Is it not a fact that the grain storage people were 
not given an opportunity to be heard by the Department as to this 
last proposition / 

Mr. Brooks. I would say that there is a great deal of accuracy in 
that statement. We started to discuss this agreement and the terms 
and conditions back in December, at least. There were two long ses- 
sions each month, beginning in December and extending into April. 

Our theory was that we had to know what our responsibilities were 
going to be under the agreement to maintain quality, condition, and 
so forth. 

The CuHatrman. What does the reduction amount to—19 percent? 

Mr. Brooks. That is the overall average, Mr. Chairman. It actu- 
ally varies from area to area. I think that it isa great deal more than 
that in Mr. Breeding’s area, and down through the Southwest, and 
in Mr. Poage’s area. The overall average is 19 percent—that is 
correct, 

The CHatrmMan. Well, now, there was some report to the effect 
that there was an emergency. 

Mr. Brooks. We were given an opportunity to be heard there. 
The tragedy of it was that a thousand people fon all over the grain 
belt showed up there to protest the proposed rates. 

The CHarrmMan. You said something to that effect on page 10 
of the statement that you submitted to the Senate committee. 

Mr. Brooks. Mr. Symington’s committee. 

The Cramman. That the amendment, if if remains in the ap- 
propriation bill, that the warehousing of commodities may have been 
condemned by the U.S. Government and without warehousing, and 
so forth, without affording them any legal recourse as to the loss of 
their property and business. 

That is a statement which was made by you; was it not ? 

Mr. Brooks. I made that statement, Mr. Chairman. I was not talk- 
ing there about the grain storage rates, I was talking there about 
the action in the House of adopting Mr. Yates’ amendment. I forget 
its exact language. 

The Cuatrman. We do not have it before us. You would not insist 
upon the right of private warehouse people to store grains, that is, 
surpluses, if Government facilities are readily available in the same 
community ; would you ¢ 

Mr. Brooks. Yes, sir. 

The CHatrman. Do you think then that we should empty out the 
warehouses and put the commodities in privately owned warehouses ? 

Mr. Brooks. Unless you want to overlook 11 years of legislative 
history and executive practices under which the grain warehousing 
industry in this country, cooperative and noncooperative, increased 
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public storage facilities from about 1 billion bushels in 1950, to better 
than 4 billion bushels within the short space of 8 years. 

The Cuarrman. All right. I am not complaining about having in- 
creased it. But it is not sufficient to store the surpluses that have 
accumulated. 

Mr. Brooks. It increased in spite of the fact that the Government 
increased its own facilities, with temporary emergency-type facilities, 
from about 40 million bushels capacity in 1949 to nearly 1 billion 
bushels’ capacity in 1957. 

The Cuarrman. All right. Do you not recall that in one cam- 
paign—I do not remember which campaign it was—— 

Mr. Brooks. In 1948. 

The CuHatrmMan. That there was a great national issue involved 
to the effect that the administration had not provided facilities and 
that the commodities were being stored out in the open ? 

Mr. Brooks. The issue, sir, was that the 80th Congress had failed 
to grant to the executive branch sufficient authority to build facilities 
to handle the surpluses. 

The CiuairmMan. But if private business had provided adequate 
storage facilities, there would have been no necessity for the Govern- 
ment going into the storage business. Now it is in the storage busi- 
ness. I think that the House adopted that amendment because the 
House was convinced that we should not merely provide business for 
private businessmen, 1 know that if I were in the private storage busi- 
ness I would not accept this 19- to 20-percent reduction in rates. 
As Mr. Poage pointed out, it is of such magnitude that we need to do 
something about it. What can we do about it ? 

I understand that the statement has been made that consideration 
should be given even to the type of the storage that is provided. I 
know that some storage is better than other storage. But, apparently, 
the Department has just said that storage is storage. Is that right 
or not é 

Mr. Brooks. Yes, sir. And there is a good reason for that. 

The Cuarrman. Why? 

Mr. Brooks. The grain warehousing industry was the first indus- 
try in the United States to respond to a public demand for regula- 
tion. By that I mean, back in the 1860’s and the 1870's, throughout 
the farm belt, as a result of the Granger movement there was enacted 
legislation in Illinois, Kansas, Missouri, Nebraska, and other States, 
subje cting grain warehousing to regulation by State legislatures. And 
the first case decided by the U.S. Supreme Court upholding State 
regulation of business had to do with an Illinois statute regulating 
grain warehouses in the State of Illinois. This was in 1876. It was 
the case of Munn versus Illinois. 

This industry, at the State, at the local levels, has been subject to 
varying degrees of regulation since that time, or before that time. 

The regulation is of several forms in various places. In some States 
they set a maximum by statute, that is, a maximum rate, above which 
you may not go, when you are charging for warehousing services. 

In other States, commissions have set maximum rates above which 
you cannot go. 

In other States by common law or by statute they require that your 
maximum rates must be posted. 

56858—60——-6 
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States also require by common law or by statute that warehousemen 
operating grain warehouses cannot discriminate between customers. 
This is the background when in 1939 the Department of Agriculture 
here began to think about a uniform agreement under which (1) they 
could store, or (2) make sure that the warehouse in which the farmers 
deposited grain in order to become eligible for the loan were ware- 
houses where their receipts became eligible for loan. 

They had to get into this and build up terms and conditions. And 
they set the rates for these services within the framework of those 
maximum rates which had been set by State statutes, which had been 
set by commissions operating under State statutes, ‘which had been 
posted by warehousemen in response to State statutes or the common 
law. 

These rates are rates that are reasonable in view of the needs of 
the communities. 

When they are set by State legislatures they are generally set in 
response to the needs, on a reasonable basis, of the wheat producer, 
the corn producer, the rye and oats producer. 

It is within this framework that the Government adopted 

The Cuarrman. You are going back into the history of the ware- 
house business in America. I am talking about our immediate situa- 
tion. 

Mr. Brooks. Our immediate situation ratewise, Mr. Cooley, is 
this 

The CHarrMan. Let me ask the question first. 

We have been bombarded here with propaganda to the effect that 
enormous fortunes are being made out of warehousing in the storage 
of these surplus commodities. I do not know whether it is true 
or not. I know that this committee has been receiving an abundance 
of information to that effect. 

Congress has, perhaps, been a little bit dilatory in doing anything 
about it. This amendment that you talk about was, probably, 
prompted by just the situation as I mentioned it. 

I have talked to warehousemen when this amendment was adopted, 
that the quality of the warehouse facilities that they were offering 
were not even considered, and that this action by the Secretary to take 
out 19 percent was wrong. 

In other words, you mean in this statement when you say they 
were hurt and that their business was being destroyed—give us the 
facts as to any warehouse that you can show that because of this 
order, he will go into bankruptcy, or that he will be losing his property. 

Mr. Brooxs. Which order do you mean, sir? 

The Cuarrman. The Secretary’s order. 

Mr. Brooks. That is not what I referred to before the Symington 
committee. 

The CHatrMan. What are you referring to? 

Mr. Brooxs. I am referring to the probable result in some areas as 
to the Yates amendment. 

The Cuarrman. All right. As to this 19 percent, what is your 
position on that—the reduction in rates—was that justified or not 
justified ? 

Mr. Brooks. My position is that it was not justified. 
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The CrarrmMan. Can you show to this committee why it was not 
justified—can you show any statement of any of your clients showing 
that because of it you will get less, that they will be in difficulty ? 

Mr. Brooks. I do not know, but I think that there will be people 
who are in the grain warehousing business who for a variety of 
reasons are going “to have a tough time making ends meet. 

The Cuamman. That means that 19 percent of the profit of your 
clients will be taken away from them ? 

Mr. Brooks. This is not 19 pester of the profits. 

The Cuarrman. What is it ? 

Mr. Brooks. It is 19 percent—the overall average of the possible 
income of the warehousemen. 

The Cuarrman. Exactly 

Mr. Brooks. This does not mean that every farmer in the United 
States will have available to him, within access to him, a warehouse 
where he can put his wheat and get a warehouse receipt that he can 
take tothe bank and negotiate a loan on. 

The Cuarrman. Would not that depend entirely upon the way that 
the amendment is administered? Would it not require the Govern- 
ment to take the commodities out of storage in Savannah, for exam- 
ple, and send them to Seattle, Wash., to put them into a Government 
warehouse / 

I brought that out in debate. That was not the intention of the 
House in adopting the amendment. I think the only intention that 
we had that iP in the same locality, there was a Government facility, 
we should use that before going to the private warehouse. 

Mr. Brooks. Yes, sir. As I read the debate, the theory of it was 
that it would cost the Government less. And I have been told—I do 
not run a warehouse—that in an area where there are Government 
facilities—I have been told—although I have seen no statistics my- 
self to indicate this—that it is not less expensive to store in a Govern- 
ment bin or a group of bins than it is in a commercial warehouse. 

And the information I had submitted to me would indicate that it 
might cost more, plus the fact that when you have Government grain 
or the farmers’ grain or anyone else’s grain in a commercial warehouse, 
there are certain guarantees as to the “quality and the responsibility of 
the warehouseman which you do not find necessarily in the case of bins 
located in the center of a county away from the railroad siding where 
it can be moved to market. 

The Cuarrman. Do you think that the Government grain should be 
stored in private warehouses in the same community where there are 
Government facilities, if you must incur an additional cost of moving 
the commodity from the Government warehouse into a private ware- 
house ? 

Mr. Brooks. It is the regular line of movement. I would make an 
exception as to corn. In the corn country the theory is that you must 
have it easily accessible to the farmers. You might make some excep- 
tions there. But on food grains, which move e along well-determined 
transportation routes, you move it from the farm into an elevator, and 
from an elevator into a boxcar, into the market, whatever direction 
that may be. 

The Crarrman. Do you know that in some instances Government 

rarehouses have been emptied just to accommodate the private ware- 
houseman nearby in the same area ? 
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Mr. Brooks. I would take issue with the word “accommodate” the 
warehouseman. I would say that it was economically the thing for 
the Government to have done, to start it on toward its movement to the 
market, just as soon as possible. 

The CuHarrMan. Move it from one place to another ? 

Mr. Brooks. You must take the followup to this, Mr. Cooley. 
Let us assume that you have a place out in Mr, Breeding’ s wheat- 
producing area where the elevator has been chock-a-block, and we will 
say that somebod} has had some wheat on his farm on which he has a 
loan and the new crop comes on and he wants to move it; that is, the 
Government wants to move this wheat off the farm. 

We can do one of two things here. We can move it direct from the 
farm into the elevator, or if the elevator is full and the bins are 
empty, they can move it from his farm into the bins and he can harvest 
his crop and put it in his own farm storage facilities, 

As the year goes on and the elevator becomes empty in response to 
the demands from the market, I say at that point that it is entirely 
logical and sensible for commodity credit to decide that they should 

take it out of the bins in order, among other things, to be sure that 
the quality, when they get ready to move it to market, is there. 

The CuarrMman. It may be that we should store it or could store it 
as economically as possible i in privately owned warehouses, but we are 
in the unfortunate situation—and we got into it, as Mr. Poage brought 
out, because of the magnitude of the program 

Mr. Poacer. I would like the witness to come back to the proposition 
that we were discussing as to what we should do. It seems to me that 
if we are going to protect this industry and all of us are concerned 
about that and want to protect it—how can we handle this storage of 
grain; should we deliberately continue to pile up more and more grain 
in our warehousing—should we build new warehouses to hold another 
4 billion bushels of surplus grains ? 

Mr. Brooks. I do not believe that you could get anybody to invest 
any money in the warehousing business. 

Mr. Poace. Wait just a minute. 

Mr. Brooks. As of today. 

Mr. Poace. You can get plenty of people to invest money in ware- 
housing. And I want this to go into the record, because I have stated 
to many of my friends, and some of them did not understand it—and 
I have had, unfortunately, a great many people come back to me and 
say, “Why did you not warn us about getting into this grain busi- 
ness?” I have been contending ot every man who came to me asking 
whether he should go into the grain storage business, that I] would 
not do it, if it was my own money, because I have told them that you 
are going to be branded a rascal, no matter how honest you are. 

Because I think it has been perfectly clear—and I think you will 
agree it has been clear for the last 4 or 5 years—that the man could 
not go into the grain business without subjecting himself to suspicion, 
to the criticism of his fellow men along that line. 

I am not saying that it has been justifiable, but I am saying, and 
have said, do not go into the grain business. I have been telling them 
that the Government would not have any for the next 2 years because 
of their increased facilities, and yet I have been greatly surprised to 
find that by the dozens they have come running back to me and stat- 
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ing that they were told that the Government was going to give them 
some big business as far as they could see in the future. 

The Cuarrman. The Government did guarantee occupancy. 

Mr. Poace. Several years ago, the Government did. They do not 
guarantee it today, do they # 

Mr. Brooks. The guarantee of occupancy started under Mr. Bran- 
nan in 1949. It was ; continued under Mr. Benson. And it extended 
through, I think, 1956. 

Mr. Poagr. That is right. What ft am saying to you and what I 
want in this record here is that the U.S. Government has not guaran- 
teed any occupancy to a great many of these people who in the last 
2 or 3 years went into the grain storage business. They were told 
that there was no guarantee by this Congressman and in all probability 
that they would not get their money “back. And unless they were 
doing it for some patriotic reason, they were simply going into the 
business at their own peril. They thought that they could make money 
out of it. It wasall right with me. I thought that it was going to fall 
down. And when they asked me about it, 1 told them not to go into it. 

I regret to say that many have talked to me, who come now and say, 
“Well, now, we were told—we were assured that the Government 
would keep our houses full of grain, and we did not think that we 
could make money out of it, but we wanted to help our Government— 
we were so patriotic that we wanted to build this facility, even though 
we were going to lose money.” 

And now they are terribly upset. 

And they say, “Now we are terribly upset because we see that we are 
going to lose mone y on it. 

I am not ts Uking about your clients who were in the grain business 
before. I am talking about a lot of those who have gone into it the last 
few years. 

Mr. Brooxs. I do not know of any of them personally, but I have 
heard about them. I warned people about going into the grain busi- 
ness, about expanding their storage facilities for reasons different 
than the ones you have stated. These people I do not think would be 
scoundrels no matter how long they remained in the business. 

Mr. Poace. I am not saying that they are doing anything wrong. 
They have a perfect right to go into the business. And they were not 
rascals because they did. When there was a chance of making some 
money honestly, there is no reason why a man should not increase his 
money by investing. 

The Cuarrman. You do not believe what you said before the com- 
mittee when you said that you challenged Congressmen to come out 
for socialism ? 

Mr. Brooks. I testified over there under oath. 

The CiarrMan. You say that you testified over there under oath. 
That was an indictment of Congress. 

Mr. Brooks. No, sir, it is not—it is not—no, sir; it is not. 

The CuarrmMan. It isanindictment. You stated: 

If any Member of Congress wishes to nationalize the assembly and distribution 
of agricultural commodities, we suggest that he or they introduce bills to this end. 

And you suggest that they have nerve enough to come and say so. 

Mr. Brooxs. I suggested that they put in a bill and say so. 
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The Cuamman. You know as well as I do how they got into the 
business, that is how the Government got into it. It did not go into 
the business to nationalize anything. ‘We went into the business be- 
cause of necessity. We had limited storage facilities and everybody 
in business did not have the storage facilities. This occupancy guar- 
antee was an inducement to them to build storage facilities. 

Mr. Brooks. Yes, sir. 

The CuatrMan. It was to build more warehouses. 

Mr. Brooks. That is right. 

The CuHarrMan. But even with the occupancy guarantee, the Gov- 
ernment was finally forced to build warehouses. 

Mr. Brooks. They built some temporary, emergency facilities. 

The Cuarrman. What? 

Mr. Brooks. They built temporary, emergency facilities. 

The Cnamman. But even with all of the occupancy guarantee, priv- 
ate industry has not yet provided it. 

Mr. Brooxs. Yes; they have. 

The CHatrman. What do you think about the charge against the 
U.S. Congress that they should determine whether to nationalize it? 

Mr. Brooxs. Mr. Chairman, my language there was mild—mild 
in that statement—just a moment. 

The CuHarrman. It was very imprudent, very insidious—that is an 
indictment that you have made of the Congress. 

Mr. Brooks. I do not mean to indict the C ongress for 1 minute. 
I think that the Congress is the greatest institution in the world. 

The CuarrMan. You come before the committee now and say that? 

Mr. Brooxs. If I had been questioned over there the way that you 
have questioned me now, I would have referred that committee, as 
I will refer you, sir, to a bill introduced in 1949, to amend the Com- 
modity C redit Corporation charter, to grant them authority to ac- 
quire interest in rea] estate. And this was a wide-open, broad grant 
of authority. I do not have with me now the statements submitted by 
the counsel, I believe Mr. Todd or Mr. White, for the cotton people 
which described that proposal in much stronger language than I used 
there in suggesting that this is going to be the end result. 

The CHarrman. Who said that ? 

Mr. Brooxs. I think that it was a National Cotton Council—I do 
not have it here with me. 

The Cuatmman. They are not represented in this committee room 
now ? 

Mr. Brooks. The bill over here went to Banking and Currency 
in 1949. I do not have the report of the hearings here, but it is in 
there. I will be glad to put it in the record at this point. 

The CHarrnan. All right. 

(The information supplied by Mr. Brooks and referred to above is 
as follows:) 


The statement referred to was submitted by John H. Todd for the National 
Cotton Compress & Cotton Warehouse Association in February 1949 to the 
Senate Committee on Agriculture and Forestry in connection with hearings on 
the bill S. 900, 81st Congress, 1st session Mr. Todd submitted a similar state- 
ment to the House Committee on Banking and Currency on a companion bill, 
H.R. 2682. These bills would have granted Commodity Credit Corporation 
unlimited authority to acquire interests in real estate for storage purposes and 
to use Government storage facilities, irrespective of the availability of privately 
owned storage facilities. 

Mr. Todd’s statement [italic supplied] is as follows: 
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“My name is John H. Todd; my headquarters in Washington are at 1037 Wood- 
ward Building. I speak as counsel and Washington representative for the Na- 
tional Cotton Compress & Cotton Warehouse Association. The membership 
of this organization is composed of owners and operators of cotton warehouse 
plants and cotton compress-warehouse plants located throughout the Cotton Belt 
from North Carolina to California. The plants of our members are engaged as 
bailees for hire in storing, protecting, handling, compressing, and otherwise 
servicing the physical bales of raw cotton for account of cotton farmers, cotton 
merchants, governmental agencies, and cotton owners generally. 

“From year to year these plants have handled and are handling cotton for 
account of Commodity Credit Corporation in the operation of its cotton loan and 
purchase programs. Services involving cotton owned by Commodity Credit 
Corporation are performed under individual contracts entered into between the 
compress or warehouse operator and Commodity Credit Corporation. In the 
ease of Government loan cotton, such services are performed under the ‘Ware- 
houseman’s certificate and storage agreement’ included in the farmer’s ‘Note and 
loan agreement,’ which operates as a contract between the farmer, the lending 
agency, and the compress or warehouse operator. 

“What I have to say about the bill deals exclusively with subparagraph (b) in 
section 2, on page 2, lines 8 to 13. This subparagraph provides that the Corpo- 
ration may ‘acquire real property or any interest therein for the purpose of pro- 
viding storage adequate to carry out effectively and efficiently any of the Corpo- 
ration’s programs, or of securing or discharging obligations owing to the Corpo- 
ration, or of otherwise protecting the financial interests of the Corporation.’ 

“Gentlemen, this language is broad enough to authorize complete nationaliza- 
tion of cotton warehousing, or the warehousing of any other agricultural com- 
modity. 

“Without disparagement of, or reflection of any kind upon, the Corporation or 
its present personnel or policies, we invite your attention to the tendency of 
other governmental agencies in recent years to expand and exceed the powers 
granted by the Congress, and to the apparent disposition of the U.S. Supreme 
Court to sustain governmental agencies in such actions. See, for example, the 
decision of the Supreme Court in Securities and Exchange Commission v. Chen- 
ery Corporation (67 S. Ct. 1575, 332 U.S. 194), and especially the dissenting 
opinion of Justices Jackson and Frankfurter (67 S. Ct. 1760, 332 U.S. 194). 

“We have in mind particularly the possibility that some future management of 
the Corporation (without valid justification for such action) might decide to con- 
struct, purchase, lease, or operate facilities for the physical handling, storage, and 
otherwise servicing of cotton, or other agricultural commodities subject to its 
control, in competition with, and to the exclusion of privately owned and oper- 
ated facilities. 

“Even when ample facilities are available for the storage of any commodity 
the Corporation would have the power to acquire and operate additional facili- 
ties at any locations it might select. 

“For example: As of February 10 more than 4,408,000 bales of cotton were 
pledged as security for Government loans. If the proposed subparagraph (b) 
were now in effect, the Corporation would have the power to construct or other- 
wise acquire enough new warehouses to store all of that cotton—regardless of the 
fact that the available, existing facilities are more than ample for the storage 
of that cotton. The volume of such construction would be limited only by the 
ambitions of the Corporation. 

“During the 1948 crop year, we understand that corn farmers experienced 
difficulty in securing adequate storage space in time to enable them to secure 
crop loans on their corn. It may be that similar difficulties were experienced by 
producers of other grains. We do not know. 

“We do know, however, that adequate storage space for cotton has been avail- 
able throughout the season. Our inquiries made across the Cotton Belt failed to 
develop a single instance where any cotton farmer was either prevented from or 
delayed in receiving the benefits of the Government cotton-loan program because 
of any lack of adequate storage space for cotton. 

“In making his statement to your committee on February 16, Secretary of 
Agriculture Brannan evidently had in mind the grain situation, although his 
remarks were couched in general terms. It has been repeatedly demonstrated 
that the existing privately owned facilities for the storage of cotton are ade- 
quate for the efficient handling even of bumper crops, in addition to large 
carryover stocks from crops of earlier years. The Corporation certainly should 
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not be given authority so broad that it might be construed as including the 
power to engage in such operations when adequate privately operated facilities 
are available. 

“Tt may well be that such power would not be abused by the present Secretary 
of Agriculture or staff of the Corporation. We submit, however, that it would 
be most unwise to grant such powers on faith in the personal integrity of 
present administrative officials, who are subject to change. 

“In the hands of a _ collectivist-minded Administrator who believes in a 
federally planned and controlled economy, the proposed grant of power could be 
exercised virtually at will—without any need or justification whatsoever based 
upon inadequacy of storage facilities for any commodity. That power could be 
used to place the Federal Government in competition with private storage and 
warehousing facilities and drive them out of business. Such power could be 
used as a weapon to beat private operators to their knees, and force service 
charges down to the point where they would not provide sufficient revenues to 
justify continued operation. The bankruptcy and virtual confiscation of the 
cotton warehousing industry might be accomplished without actual exrercise 
of this power. The mere threat of its exercise might be sufficient. Hither way, 
the result would contribute to destruction of the very sparkplug of American free 
enterprise—the projsit incentive. 

“We have prepared for the use of your committee six tables which are, in 
effect, a statistical history of cotton production, cotton storage, and the extent 
to which cotton farmers have utilized Government cotton programs. (Some of 
the figures shown have been rounded off to the nearest thousand bales.) All 
data shown cover the period since Government cotton programs were first 
inaugurated in 1933. Some of the data are shown for all crops since 1927. 

“These tables show that the cotton compress-warehouse industry has handled 
cotton crops as great as 18 million bales—carryovers as great as 18 million 
bales—and combined carryover plus crop exceeding 24,500,000 bales. At times 
the stocks of cotton on hand in public storage at one time have exceeded 15 
million bales. 

“Past performance indicates that public cotton-storage facilities could store 
more than 18 million bales at one time, and that consuming-mill-storage facili- 
ties could store more than 3 million bales at one time. During the last few 
years it is known that some public cotton-storage space has been either dis- 
mantled or diverted to other uses; and that existing cotton-storage facilities in 
other instances have been expanded, or new facilities constructed. At this time 
it is not known to what extent newly provided cotton-storage space offsets 
cotton-storage space which has been dismantled or diverted to other uses. We 
are now undertaking a survey to determine as nearly as possible the present 
overall storage capacity of all existing facilities engaged in storing cotton for 
hire in each State. We estimate that this survey cannot be completed much, 
if any, earlier than May 1, 1949. As soon as completed the results of that 
survey will be made available to any congressional or governmental agency 
desiring them. 

“There is no way in which either governmental agencies or private capital 
can determine in advance what locality in the country may in some year of 
exceptionally favorable conditions produce a local crop of some commodity 
exceeding the capacity of local storage facilities for that commodity. When 
this occurs it is far more economical to transport excess local production to 
available storage facilities elsewhere than to provide in every locality storage 
facilities in sufficient volume to handle any possible ercess of normal local 
production. The present construction cost for a given area of modern cotton 
warehousing space is more than four times the prewar construction cost. This 
fact pointedly emphasizes the economic waste of providing excess storage 
capacity which will not be substantially utilized year after year. 

“If your committee is convinced that there is a real probability that private 
capital cannot or will not provide adequate storage facilities for any specific 
agricultural commodity (such as corn or wheat), then we recommend that any 
power granted the Corporation to provide such facilities be limited to such 
specific commodity or commodities. We recommend further that such power 
be safeguarded by clearly limiting the powers to those instances wherein facilities 
provided by private capital are actually inadequate properly to store and protect 
the commodity in question; that the volume of storage facilities authorized to 
be provided be limited to the volume of additional storage for which there is 
an actual need, and that the authority be limited to the duration of the period 


of actual need. 
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“We have drafted, and submit to you four alternative clauses, either one of 
which might be used to amend subparagraph (b) on page 2 of the bill. 

“So far as cotton is concerned, we recommend the clause No. (1), which 
would withhold from the Corporation any power to provide storage facilities 
for cotton. 

“If stipe full consideration of the matter, your committee should conelude that 
all commodities must be treated alike, then we respectfully urge that you adopt 
the amendment set forth in clause No. (2).” 

Mr. Prirnte. I was interested in one remark you made concerning 
one question that had to do with grain storage. I wonder if you were 
aware of the line of questioning that some of the committee followed 
last year? 

Mr. Brooks. Yes, sir; I was here. 

Mr. Pirniz. Then you know the extent of the answers I received ? 

Mr. Brooks. Yes, sir. 

Mr. Prrniz. Had you been a member of the committee concerned 
with the mounting cost of storage and the possible responsibility to 
the taxpayers of the country in determining that amount, whether it 
was proper and required, would you have felt that the industry gave 
me any enlightment in its answers ? 

Mr. Brooks. I think that the witness explained and I think I an- 
swered that question, among others 

Mr. Prrnte. You think the question was answered ? 

Mr. Brooks. To the best of my ability I answered. I answered it 
this way, if I recall, that persons in the grain warehousing business 
are essentially grain merchandisers, buying and selling grains for 
their own account. The question involves methods of accounting, and 
methods of allocating costs to the various items of buying, condition- 
ing, and merchandising as distinct from bringing it in for storage for 
others. 

The accounting systems had not been developed properly to allocate 
this. 

I think one of the witnesses answered the question of Mr. Poage 
about this way, that if he took someone and put him up in business 
with a grain warehouse for a period of 3 or 4 years, and he should 
do nothing but be a warehouseman, not do any merchandising, under 
these circumstances he could come to some fairly accurate conclusion 
as to the actual cost of storing grains bushel by bushel. But short of 
that, the method or the business of allocating costs between merchan- 
dising and all of the operations that are involved, and the operations 
involved in storing grain—short of that, you just could not come out 
with it. 

Mr. Pirnir. Do you recall that I recognized that you would need 
to have some fixed factors in order to determine costs? 

Mr. Brooks. I think so. 

Mr. Pirnte. And hypothetically determine those factors, so that we 
could receive some suggestion as to the basis upon which storage 
charges were being arrived at? 

Mr. Brooks. The basis—I do not know that you were here when I 
was questioned either by the chairman or Mr. Poage. I made the 
observation that the rates warehousemen charge for warehousing 
service, by and large, are set by the kind of community he is operating 
in, by the State legislature. These are regarded as legal. 
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Mr. Prirnie. That is not a sufficient answer to my question, because 
I cannot believe that the circumstances will determine whether a busi- 
nessman will invest money in warehousing, and that it is any different 
from any other type of business. He can project some schedule of 
operating costs. He can determine what might be a reasonable return 
on his investment, given a certain guarantee of occupancy and know- 
ing in advance what duties he will be called upon to perform; is that 
not true ? 

After all, well, with your experience during the years, with all of 
the millions of tons that have been stored, do you not suppose that in 
a mature industry like this, that it has some basis upon which to arrive 
at costs ? 

Mr. Brooks. Not for warehousing as distinct from their overall 
operation. 

Mr. Prrnie. Do you not think that they have some basis of experi- 
ence and do not proceed on chance—they are good businessmen, are 
they not? 

Mr. Brooks. I practiced law for 7 years in a relatively conservative 
community, in Boston, Mass. And those people up there are pretty 

careful about how they invest their money. I came into this business 
after the war, thinking that there must be some way that you can 
determine what it costs to do business. Maybe there were a number 
of reasons why I could not find out. 

I was told that it was impossible to allocate costs between the vari- 
ous operations of the grain merchandising, warehousing, and the like. 
This was the answer I got, and I looked for an answer for years. 

Mr. Pirnrme. And you were satisfied with that ? 

Mr. Brooks. I was not satisfied with that. 

Mr. Pirnte. It did not help me. And it has not to this day, in 
determining whether or not this Government is required to make pay- 
ment in the amount now being paid or in a reduced amount. 

I was hopeful as long as we were required by the statutory enact- 
ment under which we operate that we could do so at the most reason- 
able rate, consistent with the interests of the taxpayers of this coun- 
try in mind and the people with whom we are doing business, and I 
thought that we might have some guide so that in advance of govern- 
mental administrative action there might be something done by the 
industry itself to convince the people of this country that there has not 
been any misconduct in this arrangement. 

Mr. Brooks. I am sorry that has not been done. 

Mr. Smirn of Kansas. I want to make this statement with regard 
to this subject, with regard to Mr. Brooks’ testimony. I think that 
one of the imponderables in the grain storage business is the kind of 
crop season you have. ‘That is one phase of it. 

The weather may be wet. You may not have a choice crop. You 

may have insect damage. You may have a lot of things that get into 
the wheat which have to be taken care of. No two wheat crops are 
ever the same. You have to do certain things with them. 

There is another factor in all of this. 

We started in this to help the little fellow. He is the one that is 
getting hurt. It is not the big fellow. There are many small ele- 
vators that are being hurt by these grain rates. 
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Remember that it is more expensive to put the grain in Govern- 
ment warehouses in my area than it is to put the grain into a private 
warehouse, for this reason: In my county, I think, there are six dif- 
ferent warehouses that store Government grain. And they employ 
about 12 or 15 people to take care of that grain. 

As an example, they use lawnmowers. Perhaps some will not see 
why a lawnmower has anything to do with it, but they have them to 
keep the weeds down. 

And when you start moving it out—these places are not near the 
railroads—they have to go by truck. 

Mr. Breeprna. I would like to ask a few more questions. What 
does it cost to move this—take wheat, for instance—that is in a Gov- 
ernment bin, where you have a nest of bins—what does it cost if 
you move it from there to the elevator, to the station ? 

Mr. Brooks. I think that varies from State to State. 

Mr. Brerprne. In my area it runs from 2.5 to 3 cents a bushel to 
get it moved. I would like to know what you can tell as to the percent- 
age of loss or the damage to this grain in the Government bins. That 
has never been brought out in the discussion. 

Mr. Brooxs. No, sir; I cannot say. 

Mr. Breeptnc. There is a considerable amount in many instances, 

Mr. Brooks. Yes. 

Mr. Brerpine. This extra cost of Government storage that Mr. 
Smith pointed out is considerable. I am wondering if that extra cost 
does not amount to as much as the total storage in a private ware- 
house. 

Mr. Brooks. I have had people give me guesses and, when these 
were totaled up, these figures came out to more; that is, the total cost 
of Government storage comes out more than in the private ware- 
houses for 365 days a year. 

Mr. Breeptne. I come out of an area where you cannot store more 
than for 1 year. You must move it and get it out of the bins, because 
you have no way of turning it, no way of airing or cooling it—you 
must move it to the private warehouses. 

Mr. Brooks. These are specifically the services that a public ware- 
houseman performs at no extra charge to the Government under the 
uniform agreement, whereas I am pretty sure that, under the law of 
Kansas, a private warehouseman, if he stores your grain, Mr. Breed- 
ing, and he finds he has to turn it, notifies you and you will be 
charged with that extra care. 

Mr. Breepine. I want to make this statement for the record. I do 
not think public-storage warehousing in my area has ever been profit- 
able to anybody, not even the taxpayer. I think that there is much 
commendation which should be given to the private storage industry. 

Mr. Brooks. Thank you, sir. 

Mr. Breeptng. In my district, especially, there are millions of 
bushels of private storage. We do not have enough Government 
storage. We had to take up a percent of our crop. There have been 
a lot of bad statements made about private ownership of warehousing, 
and I think some of them were very much discredited; that is, they 
were not for the good of the industry. I think, certainly, you 
should be commended for what you have done, especially in my area. 

Mr. Brooxs. Thank you. 
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Mr. Horven. We have a little country elevator in my area. They 
were urged and implored to provide the storage facilities, which they 
did. After that time, of course, we guaranteed that we were going 
to store Government grain. 

Take this operator who answered the call of the Federal Govern- 
ment to build these warehouses; he had a reasonable right to believe 
that the private enterprise system of building private storage facili- 
ties would be continued and, in fact, encouraged by the Federal Gov- 
ernment. 

Mr. Brooks. Yes; I would think that they did. I know that they 
did. 

Mr. Horven. I think that we all want to be fair in this thing, but 
the point I make is that the small country elevator, one in about every 
town in my congressional district, built these facilities, and they felt 
that they had-a right to believe that under our free enterprise system 
that they would be preferred in a sense and be permitted to continue 
in the handling of some of this grain business. 

Mr. Brooks. I think that in your State, Mr. Hoeven, of the total 
storage capacity for grains, that is, 49 percent of it is owned by 
the Federal Government in the form of nests of bins, alleged to be of 
an emergency type. This is the kind of competition we are going to 
be facing. And if you have a crop failure or a drought or something 
up there, the market does not get up to the retail v: alue of the grain 
that is stored. 

Mr. Horven. Thank you; that is all. 

The Carman. Was there any avenue left open to any of your 
clients who felt that they had a grievance? What I mean by that is 
this: Do they feel that the signing of the formal order is final— 
that it will not be modified or altered in any particular area? 

Mr. Brooxs. That is what it is. 

The Cuatrman. Did any of your clients, the secretary of the board, 
or whoever might happen to be in authority, say, “Here is a man who 
has a facility, and here are his books, and he can show that this order 
will imperil his business and put it on the verge of bankruptey if you 
do not raise the rates ? 

Mr. Brooxs. I do not believe that he would—I would not. I would 
tell a fellow that he would be wasting his time to go in there and do it. 

The CuatrmMan. I am serious about this. Others have told me what 
you have said here; that this order will produce an undue hardship on 
them. I thought that we had given all of these people an opportunity 
to be heard. 

Mr. Brooxs. You did. 

The CHarrmMan. —to show what they were offering and to show 
whether or not the rates were reasonable. It was stated that the 
Department would not close the door on conferences or negotiations. 

Mr. Brooks. Yes, sir. 

The Cuarrman. And no objections have been made under these 
circumstances ¢ 

Mr. Brooks. No, sir. 

Mr. Suort. Mr. Brooks, the thing that the chairman points out un- 
der the law would be almost i impossible. 

Mr. Brooks. Yes, sir; I was coming to that. 

The CuHarrman. How do you mean ¢ 
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Mr. Brooxs. You have the Commodity Credit Corporation here, 
that is the biggest corporation in the world, It is run by the Secre- 
tary of Agr iculture. He responds to the Congress in its operation. 
He has a wide grant of authority. He can make contracts, notwith- 
standing provisions of State laws. And he makes them. The Board 
approves them and, when that is done, they are final. 

He has made a general offer here to the warehousing industry 
which, in effect, says, under these terms and conditions which the 
Board of Directors of the Commodity Credit Corporation has ap- 
proved, “You can become a warehouse eligible to receive farmers’ 
grain, so that grain can become eligible for loan, and to receive Gov- 
ernment grain, and for these services the farmers can pay you these 
rates, and the Government, if it takes title to the grain, will pay you 
these rates,” 

The Cuatrman. Now, assuming that the Board of Directors’ find- 
ing is justified, is that not tantamount to an admission on their part 
that they have been paying you 19 percent more than they should 
have been paying you ¢ 

Mr. Brooxs. I just do not know how to answer the question. 

The Cuarrman. I mean if they justify the reduction of 19 percent, 
then that is admitting that formerly they were paying 19 cents too 
much, 

Mr. Brooks. I would not admit that. 

The CuarrmMan. You would not, but is that not the logical reasoning 
of the thing? 

Mr. Prrnie. Will you yield there? 

The Cuairman. Yes. 

Mr. Pirniz. It seems as though that would be subject to one 
consideration that I hoped we were going to discuss; that is, whether 
or not you did not arrive at a point where amortization had been 
taken at such a rapid rate that the warehouseman or the storageman, 
the elevator operator, would be justified in granting a lower rate, be- 
cause, under some of the previous testimony, that was one of the facets 
of uncertainty, the length of time on which the amortization could be 
taken. 

Mr. Brooks. Well, the amortization statute of the Internal Revenue 
Code, I believe, was enacted in 1953. 

Mr. Prrnte. That is the tax provision. 

Mr. Brooxs. This was the 5-year writeoff. One might not take ad- 
vantage of that. 

Mr. Pirniz. That is right. 

Mr. Brooks. Some people did. Not all of those who built these ad- 
ditional facilities took advantage of it. They recognized that there 
were going to be surpluses. If you took advantage of the 5- year write- 
off you merely were postponing the tax, because after you had noth- 
ing to write off that would be the case, and I think that has turned out 
to be the case. 

Mr. Pirnie. It would be a factor, Mr. Brooks, in determining the 
rates to be charged, as to whether they would be justified, if you had 
received a return for your investment. 

Mr. Brooks. I will tell you this gets back to my original recitation 
on the reasonableness of rates under State law, and the fact that you 
cannot discriminate. If you are going to cut a rate for one fellow, you 
have got to cut it for everybody. The Secretary has cut everybody’s 
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rates by 19 percent, because the Government will do business on this 
basis, and this basis alone. 

The Cuarrman. In presenting your case before the Senate commit- 
tee, were you able to give them the factual information regarding the 
operations of "i individual company { 

Mr. Brooks. | did not testify on this question of profits. There was 
another witness who testified on the subject and, if you desire, I will 
give you my recollection of it. 

It was that of Mr. Frank Theis, who has been in the grain business 
in Kansas City for 45 or 48 years. He is the president of the Terminal 
Elevator Grain Merchants Association. 

There has been a lot of loose talk, I would describe it, about the vast 
profits that this industry enjoys—profits based on the alleged costs; 
and that is all it was—storing a bushel of grain vis-a-vis hypotheticals 
as to earnings. And it must be hypothetical, because, when you get 
into it, you do not know whether grain will stay there 1 month or 6 
months or 3 days. 

The CuamrmMan. Why did you not present facts and figures from the 
books of the corporation ¢ 

Mr. Brooks. The Government took the year 1959, which, it so hap- 
pens, up to that point, that year, had the highest percentage of occu- 
pancy over a 12-month period within the past 10 years. They arrived 
at their figure for the cost of storing grain on which they subsequently 
based their offer under the agreement, on the basis of the survey made 
for that year. 

Now, to get back to Mr. Theis—he surveyed the members of his 
Terminal Elevator Grain Association. He eliminated first the co- 
operatives. Their accounting and their tax situation is different from 
the noncooperatives. 

Then he eliminated—and this will interested you, Mr. Pirnie— 
those industries which are integrated, having in mind and describing 
as integrated industries such as General Mills, Pillsbury, Central Soya, 
with whom the storage of grain was only part of their operation. An 
additional part would be merchandising grain. But the great bulk 
of it was processing flour, soybean meal, and other things. And he 
came down to a total membership of, I think, about 1 billion bushels 

‘apacity surveyed, to about 600,000; that is, companies operating 
600,000 bushels of capacity. 

Mr. Theis requested a number of firms to give him earnings figures 
for the past 9 years. He requested all of the members with the 600 
or 700 million total capacity to submit to Arthur Young, auditors, at 
Kansas City, or, rather, financial data for the last 9 years, and this 
showed that, after taxes, the income of the stockholders averaged, I 
think, 9 percent for the 10 years surveyed, which went from a low of 
6 or 7 percent to a high, I think, of 11 percent. I think the high year 
was 19: 51, when the Government had very little grain in storage. 

So, it tended to prove that these fellows make more money when they 
act as grain merchandisers than when storing grain for the Govern- 
ment alone. That somewhat confirms your observation, Mr. Breeding, 
that anyone in Kansas does not make money out of storing grain. 

Mr. Breeptnc. And there comes into the question whether it is flat 
storing or commercial upright storage. Some can be built for 35 cents 
a bushel and you can pay it out in 3 years, whereas a good elevator 
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costs you $1 to $1.50 a bushel, and you will not pay that out in 10 years. 

The Cuarrman. What do you think should be done about it? 

Mr. Brooxs. Are you asking me? 

The CHarrMan. Yes. 

Mr. Brooks. I say that I do not think there should be any difference. 

The Cuairman. There should not be ? 

Mr. Brooks. No, sir. The operator of these places has the same 
responsibility, whether it is upright concrete structure or whether 
it takes the extreme example of the tent type put up in St. Joseph, Mo. 

The Cuairman. The man who put up a temporary structure? 

Mr. Brooxs. That was Mr. Burrus, I believe. He lost $15 million 
trying to store the grain there. 

Mr. Suorr. The people I have heard from—and I have heard from 
many of them on this storage question—are people, it seemed to me, 
who have the best argument of opposition to this rate reduction— 
that is, the small country elevators—that they are going to have 
trouble staying in business, and they believe that sincerely. 

Mr. Brooxs. That is right. 

Mr. Suorr. Which leads to this question : I would like to ask whether 
it would have been feasible, or should the Department of Agricul- 
ture have differentiated as to the size in their storage-grade analysis 
and tried, perhaps, to apply a different rate for the real small stor- 
age operator facility as compared with the real big one? 

Mr. Brooxs. I think that the Department in its survey did get 
figures from different sized capacities. 

Mr. Snort. 500 to—— 

Mr. Brooxs. That is right; not too many elevators. I will say this 
to you, Mr. Short: the suggestion was made some time ago by some 
small elevator operator in the Dakotas—I forget whether it was South 
or North Dakota—that in this rate schedule they should get a higher 
per diem storage rate than the big elevator. This thing caught fire— 
started to catch fire. Then some of these small country elevator 
operators said, “Just a minute. If we get a larger per diem rate 
than the places in Duluth, St. Paul, and Minneapolis, we will not 
have any grain stored in our houses.” 

Mr. Snort. They would be cut off. 

Mr. Brooks. That is correct. I do think that the Government, the 
Commodity Credit Corporation, could have been a great deal more 
realistic in the handling of rates at the country elevator level. I think 
that there is an area where they could have been more careful. 

Mr. Suorr. How could they have done it ? 

Mr. Brooks. A uniform higher country handling charge would have 
answered the problem of many of the smaller elevators. 

Mr. Snort. You would make the adjustment on the basis of the 
handling charge? 

Mr. Brooks. Yes, sir. 

Mr. Snort. Are the Federal rates, the uniform storage rates across 
the country, above or below the established State rates ? 

Mr. Brooxs. The old rates, with the exception, I think, of North 
Dakota—the maximum rates permitted by State statutes, set by com- 
missions, or generally prevailing under common law, were either in 
excess of or at the same level of the rates set under the uniform 
agreement, with this very important factor to be remembered—under 
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State rates, again excepting the State of North Dakota, the services 
performed for these maximum rates as set by statute, by commission, 
or posted were far less than the services that were perfor med under 
the Uniform Grain Storage Agreement. 

These services that the Government obtained under the Uniform 
Grain Storage Agreement would have resulted in extra charges under 
the tariffs prevailing in Minnesota, Kansas, Texas, Oklahoma, any 
place but North Dakota. 

The CrHarrman. I want to refer you to the report of the Agricul- 
ture Appropriations Subcommittee with reference to these charges. 
The report reads this way: 

A comprehensive committee investigation conducted last fall provided fur- 
ther information which failed to explain why storage charges have increased so 
much in recent years. For example, this investigation included figures showing 
that storage charges paid certain warehouses during the period 1957 to 1959 
were sufficiently high to allow the owners to recover their investment in build- 
ings and equipment in a period of 2 years. In one instance the investment was 
liquidated in 16 months. While uniform storage rates for uniform warehous- 
ing and storage appear sound, these same rates for inferior or low-cost ware- 
housing cannot be justified and are far too expensive to the Corporation. 

I still insist that, if a proper showing had been made of the facts 
and figures and presented to the Department of Agriculture, it might 
have had something to do with a modification, so as not to present 
an unjust situation. 

Mr. Brooxs. If any warehouseman can do this, I would say “Good 
luck.” 

The Cuarrman. Thank you very much. 

Mr. Brooxs. Thank you. 

The CHarmman. Our next witness is Mr. John C. Lynn, of the 
American Farm Bureau Federation. 


STATEMENT OF AMERICAN FARM BUREAU FEDERATION, PRE- 
SENTED BY JOHN C. LYNN, LEGISLATIVE DIRECTOR, AND 
HERBERT HARRIS, ASSISTANT LEGISLATIVE DIRECTOR 


Mr. Lynn. Mr. Chairman and members of the committee, we would 
like to save time by having our entire statement inserted in the rec- 
ord. It is quite brief. And I will make comments on the main 
points. What we would like to do, if we could, is to cause this com- 
mittee to go back to the original enactment of Public Law 480 and 
review the record. 

We should like to refer you to some of the statements made in the 

early reports of this committee as Public Law 480 was inaugurated 
and extended several time s, and we would like to emphasize some of 
those basic concepts. 

Let me say at the outset that our testimony is confined to H.R. 
12104, the bill bearing your name, Mr. C hairman. 

We do not think any of the provisions are needed. There may be 
some justification for the Export-Import Bank section of this bill, but 
all of the others represent a continued effort, we think, to expand the 
grant portion of this program to an extent which was not originally 
intended in its original concept. 
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Certainly, this was not the concept that Farm Bureau had when we 
helped mother and father this Public Law 480, nor do we think that 
this was the intention of Congress originally. ' 

With regard to the establishment of national food reserves, which 
this bill refers to, there can be little doubt as to the authority already 
contained in the present legislation for establishing food reserves. 
Otherwise, the latest Indian agreement is not legal, because the Indian 
agreement establishes food reserves. As a matter of fact, 147 million 
bushels of wheat. in the agreement is for reserves, and all of the rice is 
in food reserves. Therefore, I do not think that we need any 
additional authority, Mr. Chairman. 

With regard to the uses of these local currencies, as we point out in 
this statement, there are some 19 uses now that can be made of these 
currencies scattered about in 10 administrative agencies of the Govern- 
ment. Every time this law is extended, somebody comes out again 
with their hat in hand and gets into this program. 

We think it unwise for this committee and for the Congress to allo- 
cate at this time local currencies to international organizations. The 
United States gets absolutely no credit for this. 

After the House and the Senate have passed the IDA authorization 
bill and it becomes law, we could take a look at the situation next year 
and see if it would be in the best interests of the U.S. Government to 
use some of these local currencies for this purpose. We believe that 
the provisions contained in this bill dealing with IDA are not needed 
at this present time. 

The CHatrmMan. You say you would like to file your prepared 
statement. We have tried at every opportunity to give the Secretary 
of Agriculture every possible authority and responsibility in connec- 
tion with the distribution of $9 billion worth of surplus commodi- 
ties—we have authorized various uses. Are we doing something now 
that we should not be doing ? i 3 

Mr. Lynn. The biggest thing that we are doing that we should not 
be doing is that we are giving these moneys back to these countries 
without proper safeguards. 

The Cuamman. What is wrong with that? 

Mr. Lynn. If it is going back to the countries, then we ought to 
make it on a loan basis to the country. 

The CHarrman. You have provisions for loans and grants. You 
have to depend upon the administration to carry out the intent of 
Congress. 1 am wondering if we are doing something now that we 
should not be doing and, if so, I would like for you to pinpoint it. 
The Assistant Secretary of Agriculture has appeared here. I know 
I have asked him the question: “Do you know of any authority that 
you need that you do not now have, and that this committee could 
give you and the Congress could give you?” and he did not say any- 
thing. ee 

Mr. Lynn. I would say that he has all of the authority under Public 
Law 480 that he needs or anybody else needs currently. 

The Cuarrman. That is your opinion. What justification do you 
have for saying that you do not approve what we are doing with 
respect to these international organizations ? 

Mr. Lynn. We do not say that. 

The Cuarrman. You said not to give any funds. 
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Mr. Lynn. We should not, at the present time. We should not 
allocate funds to international organizations until the organization 
is authorized under law and we have an opportunity to take a look 
at its operation. 

The Cuatrman. That is what we did, or purported to do. 

Mr. Lynn. Our participation in IDA isa dollar allocation. 

The Cuarrman. I think that it speaks for itself. That is on page 2, 
and I assume that you read it. 

Mr. Lynn. Surely. 

Mr. Harris. If I may add this, the enabling authority for the 
United States to participate in IDA has not as yet been enacted 
into law. 

The CHarrman. What is that ? 

Mr. Harris. The enabling authority for the United States to par- 
ticipate in IDA has not been enacted into law. The provisions of this 
bill would not so authorize it. 

The CHarrmMan. You mean that the United States is not part of 
IDA. 

Mr. Harris. No, sir: it is not. 

Mr. Lynn. It does not exist yet. 

The Cuarrman. All right; go ahead with your statement. 

Mr. Lynn. I do not wish to make our oral statement longer than 
the written one would have been if I had read it, but let me just con- 
clude by reading page 5, which I think summarizes what we have been 
trying to say, and then I would like Mr. Harris to make one comment. 

In light of the difficulties involved, the Department of Agriculture 
has done a good job in administering Public Law 480. So long as the 
basic concept of this law is for the expansion of international trade 
in agricultural commodities, we hope that this committee will see to 
it that the main responsibility for this program remains in the Depart- 
ment of Agriculture. If, on the other hand, the act is amended so as 
to become a foreign aid program, there can be no logical basis for 
opposing the contention that Public Law 480 ought to be admin- 
istered by those Government agencies responsible for this type of 
activity. 

The Crarrman. Your entire statement will be made a part of the 
record at this point. 

(The prepared statement of the American Farm Bureau Federation 
follows :) 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION, PRESENTED RY JOHN C. 
LYNN, LEGISLATIVE Direcror, AND Hergert Harris, ASSISTANT LEGISLATIVE 
DIRECTOR 


We appreciate the opportunity to present the views of Farm Bureau concerning 
H.R. 12104, which amends Public Law 480, the Agricultural Development Act. 

The committee is familiar with the leading role which Farm Bureau took in 
developing Public Law 480 and the support which we gave toward its enactment 
into law in the 83d Congress. The President signed the bill in Julv 1954. It 
was designed as a 3-year program and $700 million was authorized for sales for 
foreign currency. Farm Bureau continues to view Public Law 480 as a tem- 
porary measure; however, the law has been extended and amended many times 
since the original passage. 

There can be little doubt that under Public Law 480 vast quantities of sur- 
plus agricultural commodities have been exported—in fact, about $9 billion worth 
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up to the present time. We are naturally disturbed over the fact that, in spite 
of this tremendous movement of agricultural commodities, we still have a 
surplus in the hands of Commodity Credit Corporation of about $9.5 billion 
compared with $6 billion at the inception of this program. This situation 
exists because the Congress has not taken effective action to revise domestic 
farm price support programs. 

The Public Law 480 program was designed not only to try to reduce our stocks 
of agricultural commodities, but to expend international trade among friendly 
nations. ; 

The original act began with the words: “It is hereby declared to be the policy 
of Congress to expand international trade among the United States and friendly 
nations. * * *” 

These words have not been changed, but the purpose which they expressed 
isin grave danger of being lost. 

This committee anticipating this danger has stated (Rept. No. 432, dated 
May 9, 1957) : 

“This committee would remind those in charge of administering this law 
that it is not intended as a permanent part of either our agricultural or our 
foreign trade program. It is an emergency law designed for the sole purpose of 
making the best of a bad situation by providing for the disposal of agricultural 
surpluses in a manner which will return some benefit—if possible, a permanent 
benefit to the United States.” 

Public Law 480 has been amended and administered more and more as an 
aid program. For example, the original act specified eight uses to which foreign 
currency generated under title I could be put. In the amended act there are 
19 such uses. At least 10 agencies of our Government have been authorized to 
make claims against these currencies. Under recent agreements the United 
States has allotted 84 percent of the proceeds to economic development of the 
recipient country. In some cases as much as 40 percent of the currency gener- 
ated under this program is granted to the country without any repayment provi- 
sion. 

There have been numerous proposals to further cast Public Law 480 into the 
framework of an “aid program.” We believe that this would be the effect 
of the major provisions contained in H.R. 12104. 

We would like to make the following comments on the three principal provi- 
sions of this bill. 

(1) Title I is amended so as to permit the donation of U.S. agricultural 
surpluses to countries desiring to establish so-called national food reserves. 
The current policy of the United States, which we endorse, permits a country to 
acquire commodities for a national food reserve through purchases with foreign 
currency. We believe that if there is a real need and desire on the part of 
underdeveloped countries to establish national food reserves they will be willing 
to do so through foreign currency purchases under title I. For example, the 
Public Law 480 agreement entered into with India last month (587 million 
bushels wheat and 22 million bags of rice) provided 147 million bushels of 
wheat and 22 million bags of rice for a national food reserve. 

(2) Title I is also amended to add further to the list of authorized foreign 
currency uses in section 104. This amendment would authorize transfers to 
the International Development Association, an intergovernmental organization 
which has not as yet been established and in which the Congress has not as 
yet authorized U.S. participation. As a matter of fact, legislation authorizing 
U.S. participation in IDA has not been considered on the floor of either the House 
or the Senate. We believe it to be of doubtful wisdom to turn over Public Law 
480 funds to an international organization, especially before it is organized. 
If IDA becomes established, no new legislative authority is needed to permit 
Public Law 480 foreign currency to be contributed for approved IDA projects. 

(3) Title II is amended so that surpluses can be donated to countries for 
economic development. 

Title IL of Public Law 480 was enacted to enable the President to furnish 
emergency assistance to friendly peoples “in meeting famine, or other urgent 
or extraordinary relief requirements’—a program we endorse. This program 
is quite different from title I, foreign currency sales. It is a device designed 
especially to meet emergency situations, Where a crop failure, famine, earth- 
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quake, fire, flood, or similar catastrophes have struck, the United States has 
stood ready to provide, free of charge, American farm products. 

We are opposed to distorting or perverting the title II donations program. 
We do not believe title II should be amended so that donations could replace 
title I, foreign currency sales, and we believe this could be the effect of the 
proposals contained in H.R. 12104. 

This identical provision was placed in this year’s Mutual Security Act, H.R. 
11510. The Senate-House conference limited the authority to 1 year and it 
has been signed by the President in this form (Public Law 86-472). There 
would seem to be no purpose in enacting this same provision a second time. 

The fact that amendments to Public Law 480 are placed in the mutual security 
bill and are considered by the House Foreign Affairs Committee and the Sen- 
ate Foreign Relations Committee give strong indication that this law is being 
thought of more and more as a foreign aid device. We believe it is unfortunate 
that the concept of the Agricultural Trade Development Act has been changed 
to this extent. 

Section 402 of the Mutual Security Act of 1960 requires that at least $175 
million of mutual security funds be used to finance the export of surplus agri- 
cultural commodities. This requirement may be met either through grants or 
through sale for foreign currencies. In its report the Senate Foreign Rela- 
tions Committee stated in regard to section 402: 

“It must be candidly pointed out that this provision may prove ineffective 
and that the President’s special authority may be used to waive the require- 
ment to some extent. Disposals pursuant to the requirement of section 402 
have steadily declined from $445 million in fiscal 1955 to $188 million in 1959. 
It is doubtful that they will greatly exceed $140 million in 1960, and may be 
even less in 1961.” 

While ICA finds it impossible to meet its requirements under section 402, 
it is at the same time insisting that Public Law 480 be amended to allow more 
grant authority. The conclusion seems inescapable that an attempt is being 
made to enlarge our foreign aid program by substituting Public Law 480 trans- 
actions—charged to agriculture—for surplus transactions formerly financed 
from mutual security funds. The additional grant authority sought under 
Public Law 480 is not necessary. The International Cooperation Administra- 
tion has such authority under section 402. We do not feel that Public Law 
480 should be further distorted in order to expand mutual security appropria- 
tions. 

In light of the difficulties involved, the Department of Agriculture has done 
a good job in administering Public Law 480. So long as the basic concept of 
this law is for the expansion of international trade in agricultural commodi- 
ties, we hope that this committee will see to it that the main responsibility for 
this program remains in the Department of Agriculture. If, on the other hand, 
the act is amended so as to become a foreign aid program, there can be no 
logical basis for opposing the contention that Public Law 480 ought to be ad- 
ministered by those Government agencies responsible for this type of activity. 

We sincerely recommend that Public Law 480 not be further amended as 
provided for in H.R. 12104. 


The Cuarrman. Do you have anything else? 

Mr. Lynn. As you are well aware, the Foreign Affairs Committee 
of the House and the Foreign Relations Committee of the Senate are 
beginning to amend Public Law 480. We contend that the two Agri- 
cultural Committees of Congerss have the basic responsibility for 
this if it is to be truly an Agricultural Trade Development Act. 

What we are saying here, if it is going the foreign aid route—if it is 
going to be a supplemental appropriation device for the mutual secu- 
rity program, then let us call it what it is. 

Mr. Harris. The only supplement to that point that I want to make 
is that the mutual security program has authority under section 402, 
to sell for foreign currency or to grant agricultural surpluses. When 
they use section 402, they have to use appropriated dollars for foreign 
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aid. When they use title II or title I of Public Law 480, they do not 
have to get an appropriation, but Agriculture does. 

So it appears that there is a concerted effort here, or certainly, 
there is evidence of it, that while they say that they cannot use up 
this authority under section 402, they have to expand the grant au- 
thority under Public Law 480. I think that appears to be an effort, 
at least, to increase the appropirations for the mutual security pro- 
gram through the agricultural budget. 

The Cuarrman. What is wrong with that ¢ 

Mr. Lynn. We have enough appropirations charged to us now and 
we should not take on the foreign aid program, at least, if we do let’s 
make it clear what we are taking on. 

The Cuarrman. I think that this committee agrees with that— 
these programs should be charged to foreign aid. It is a matter of 
bookkeeping, however. The fact remains that this is a burden on 
Agriculture and these commodities have an effect on all commodities. 

I, for one, am willing to give the Secretary every authority I can 
think of to give them away. 

Mr. Lynn. You have been very lenient. 

The CuarrmMan. We did that the other day on this interest business. 
When you consider the amount of the interest on the money invested 
in these commodities, I believe we had better give them away than 
build up storage charges, 

Now astothe IDA proposition, I do not think I have any objection to 
that. I assume that unless we become a part of the IDA, certainly, it 
would not be made available. 

It is my recollection that the purpose of that act was to provide 
loans ? 

Mr. Lynn. To try to get other people to help us in this big task 
of rehabilitation and development. 

The Cuamman. What other provisions of the bill do you object to? 

Mr. Lynn. We object to all of the bill with the possible exception 
of the section dealing with the Export-Import Bank. 

The Cuarrman. What other parts of the bill ? 

Mr. Lynn. We are not sure that it is needed, but if it is needed 

The CHairman. What about the use of those funds for propaganda 
purposes ¢ 

Mr. Lynn. We see no real reason for that. 

Mr. Harris. Maybe the committee that put the restriction on might 
want to take it off. My point is that the committee that put this re- 
striction on, as I recall, was the Appropriations Committee. 

The CuHarrman. You want them to do that ? 

Mr. Harris. Mr. Chairman, the point we are trying to make is that 
there are a great many committees trying to amend this act. This is 
what we would like to get away from. 

The CuatrMan. Thank you very much, gentlemen. 

Mr. Lynn. Thank you. 

Mr. Harris. Thank you. 

The Cuarrman. We will next hear from Clarence L. Miller. Mr. 
Miller, we will hear from you now. 
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STATEMENT OF HON. CLARENCE L, MILLER, ASSISTANT SECRE- 
TARY; ACCOMPANIED BY MAX MYERS, ADMINISTRATOR, FAS; 
P. M. O'LEARY, ASSISTANT ADMINISTRATOR, FAS; WINGATE 
UNDERHILL, ASSISTANT DEPUTY ADMINISTRATOR, CSS; HOW- 
ARD P. DAVIS, DEPUTY DIRECTOR, FOOD DISTRIBUTION DIVI- 
SION, AMS; SYLVESTER MEYERS, SALES MANAGER, CSS; AND 
NATHAN KOENIG, SPECIAL ASSISTANT TO THE ADMINISTRATOR, 
AMS, U.S. DEPARTMENT OF AGRICULTURE; AND GEORGE WILLIS, 
DIRECTOR, OFFICE OF INTERNATIONAL FINANCE, TREASURY 
DEPARTMENT 


The CuarrMan. Mr. Miller, I think that we talked about this when 
you were here the last time. 1 asked you to give us some information 
as to our export trade in other countries. My recollection is that either 
you or Mr. Myers indicated that we had not lost our trade in other 
countries. Have you that information available ? 

Mr. Mitier. Yes, sir, Mr. Chairman. I have a breakdown compar- 
ing the first 9 months, 1958-59 versus 1959-60. We have not carried 
it back any further than that at this time, but the figures indicate a 
high level of exports to hard currency countries. 

To the United Kingdom we have exported approximately 54 per- 
cent more in the first 9 months in 1959-60 than we did in the same 
period in 1958-59. We had $382 million in 1959-60 in that 9 months’ 
period, and we had $248 million in 1958-59. 

In West Germany, the increase has been 41 percent, from $293 
million against $208 million. 

In the Netherlands the increase has been 45 percent; $264 million 
against $182 million. 

In Italy it is389 percent ; $118 million against $85 million. 

In Belgium it is 31 percent ; $106 million against $81 million. 

In France, 76 percent ; $90 million versus $51 million. 

And in Denmark 53 percent, or $52 million for 1959-60 versus $34 
million for 1958-59. 

The Cuamman. That is for the 9 months’ period ? 

Mr. Miiter. The 9 months’ period, because we have not completed 
it for this year. 

The Cuamman. Let us go back to 1957. The record I have here 
shows that 1959 as compared to 1957 in Italy the amount was 45 
percent. 

In Mexico 41 percent. In the United Kingdom 15 percent; in 
West Germany 26 percent; in Belgium 15 percent. That is the situa- 
tion I was talking about. 

You said that it has picked up the last 9 months. The fact remains 
that from 1957 through 1959 we were losing, except in the Nether- 
lands where you have a plus. 

Mr. Miturr. May I have the privilege of putting in the record the 
exports to the West E uropean markets, going back several years, to 
show the pattern of exports? I think that if you pick out 1 year you 
may have a distorted view, because 1956-57 was the best export year 
that we have ever had. 

The Cuarrman. I would be glad to have all of the information 
that you can make available for the record. 
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Mr. Mituer. Yes, sir. If you please, I think that it would show up 
very good, 

The C HAIRMAN. All right. 

(The information to be furnished follows :) 

The table below lists the seven principal hard currency markets in Europe 
and shows the value of U.S. agricultural exports for dollars for 6 fiscal years 
including the current year. This period is used because country breakdown 
of Government-financed exports is available for this period which permits us to 
ascertain dollar exports by country. 


Commercial sales for dollars for selected European countries, July—June 1954-55 
through 1959-60 


{In millions of dollars] 





l j | 
Country | 1954-55 1955-56 | 1956-57 1957-58 | 1958-59 | 1959-60! 
| 1 

United Kingdom... , 322 244 | 368 | 406 | 388 570 
West Germany 193 192 373 290 23 355 
Netherlands 226 193 210 | 203 | 241 340 
Italy (including Trieste 32 29 | 81 | 94 | 51 110 
Belgium and Luxembourg S4 97 | 124 110 101 | 125 
France 16 | 21 44 | 17 14 100 
Denmark 24 40 39 4) 47 | 70 

Total : 927 816 | , 239 1,161 | 1,081 1, 670 

1 Partly estimated 


The Cuarmman. As I understand it, unless we change the law, and 
I do not know whether we will or will not, you intend ‘to continue the 

l4-percent interest on loans on these programs under Public Law 
480 ¢ 

Mr. Miuier. Let me say, Mr. Chairman, this is a matter that is 
subject to review. If the interest rate, whic hi is currently 414 percent 
as a maximum, under the title 1V program is excessive and it exceeds 
that of the going rate of interest for similar programs throughout 
the world we would want to change it. 

The CuatrrmMan. We provided that you should not charge in excess 
of 41 percent being paid by the Government for the cost. of money 
to the Government. 

Mr. Minuer. Yes. 

The Cramman. And you have gone to the maximum. It seems 
to me only natural that you are going to decrease sales by hijacking 
the interest rates. 

Another thing, it seems to me that if you did not have to pay the 
storage costs, if you had to give the commodities away, so far as in- 
terest. is concerned you would be better off. 

I spoke to you about 2 2 perc ent the other day. I do not say that it 
should be 2 percent, or 2.5 percent, or 3 percent. I think it should be 
less than 4 percent or 195 ) percent. 

Mr. Suorr. I think that this is something that has to be kept in 
perspective when we are talking about interest rates on loans to for- 
eign countries. Would you enlighten us a little bit on the various 
rates of interest in foreign countries compared to those in this coun- 
try? If I understand it correctly, the interest rates are far above 
what they are in this country. 
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Mr. Miter. It depends upon the different countries and the traders 
within those countries, but it is generally conceded throughout the 
world that the going rate of interest is in excess of 414 percent, I 
assure you of that. It runs as high as 10 and 12 percent nm many 
instances. And to my knowledge there have been no credit pro- 
grams in the normal channels of trade that have been anywhere near 
as cheap as the 41, percent. 

Actually, Congressman Short, there have been programs, probably 
for political reasons where commodities have been sold from one gov- 
ernment to another government at low rates of interest as a price- 
cutting mechanism, but they are the exception and not the rule. 

And they have not. been conducted by the countries of the Western 
World, as much as they have by communistic bloc countries. 

Mr. Suorr. In other words, whether we are talking about 2-percent 
or 4-percent interest in connection with loans from the United States, 
we are still talking in terms of fairly cheap interest rates compared 
to interest rates that are normal in foreign countries? 

Mr. Mituer. That is correct; yes, sir. 

The Cuatrman. Is that correct? I understand that some of these 
foreign countries can borrow money locally cheaper than 414-percent 
interest. 

Mr. Poace. West Germany can. 

Mr. Mitier. I mentioned the Communist-bloc sales as being sales 
at low interest rate for political reasons, rather than for outright 
sales, 

The Cuarrman. What do we sell it for? 

Mr. Miter. I hope that we are not selling it for political reasons. 

Mr. Poace. What do you think that we are doing in selling it to 
India, to make money—do you think that we did it for that reason ? 

Mr. Miter. I am talking, Mr. Chairman, of an attempt by one 
country to negotiate a sale in order to preclude some other country 
from making a : sale in that spot. 

Mr. Poace. We have been doing it then and if we have not, we 
have fallen down on our job. 

Mr. Miter. No, sir. We have never made a sale under title I of 
Public Law 480 in order to preclude some friendly country making a 
sale there. 

Mr. Poace. You have not done so. Is it not for political purposes 
that we have made them ? 

Mr. Mixer. I am talking about preclusion sales. That is what the 
low interest rates weremade for. 

The Cuarrman. We had a bill before us, H.R. 2420, by Mr. Poage in 
1959, January, in which he provided for interest rates not in excess of 
2.5 percent per annum. It provided for loans not to exceed 4 years. 
This committee cut the 4-year period to 3 years, and we gave you 
the maximum interest rates. That is, what it cost the Government 
for that money. 

It seems to me that you are going to bog down, if you do that. 
Under that authority would it not be better to offer interest rates of 
3 percent or 2.5 percent or 2.75 percent? I do not think that we ought 
to spell it out specifically in the law, saying that it cannot go above a 
certain figure, because in some places you “might want to go above 2 
percent or 2.5 percent. 
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Mr. Miiter. Mr. Chairman, I do not know that the percent of in- 
terest asked of 414 percent versus 2 percent will preclude anyone 
from buying anything from this Government under title IV. 

The Cuarrman. In other words, it is not a factor in selling—that is 
what you are saying. I had a conference with the Deputy Minister of 
Finance in France, or maybe it was the Minister, and I was advised 
that they wanted to put a transaction out to bids. I do not know the 
details, but at reduced interest rates. They were asking for $150 
million worth of cotton over a period of time. 

Mr. Miter. If they were going to buy it for dollars—— 

The Cuarrman. Therefore, I understand that France can buy all 
of the cotton in the world, but they are not buying a lot of cotton from 
us. If you could offer them an interest inducement rate for $150 
million worth of cotton, you ought to be interested, it seems to me. 

Mr. Minter. France is buying about 600,000 bales for cash this 
year. Were the French willing to maintain their regular dollar 
purchases / 

The Cuatrman. I do not know but I assume so. 

Mr. Murer. I think we ought to know that. 

The CHarrman. I am sure of that, because the whole thing was 
predicated on the idea that they would require this much cotton over 
and above their normal import of cotton. 

Mr. Mitier. That is what we must maintain, of course. 

The CHarrman. It seems to me that something should be done 
about this transaction. And there are others. There must be others. 
Mr. Poage mentioned one for West Germany. 

Mr. Mixter. We would be glad to know about them. We are out 
here trying to find them. 

Mr, Poace. 1f you will not cut the interest rates, what good is it? 

Mr. Miiter. You tell us about the proposals. We will be happy to 
see what we can do about it in this particular instance. 

Mr. Poace. That was called to your attention by West Germany, 
was it not? 

Mr. O’Lrary. You mean as to the poultry deal ? 

Mr. Poacsr. Yes; for dollars. It was the West German poultry deal 
for dollars. 

The CuarrmMan. Let us present it this way; If you have a proposi- 
tion submitted to you for a sale of $150 million for cotton, for dol- 
lars, the cotton to be delivered over a period of 3 years, are you still 
insisting on 4.25 percent interest rate? If so, you will not get the sale. 

Mr. Mruier. Let us take a look at the proposals. 

The CrHarrman. I should like for you to furnish for the record the 
proposals that have been consummated and the proposals that are 
now pending. 

Mr. Miter. We will be glad to do that. 

Mr. Sylvester Meyers told you that he had several in the develop- 
ment stage at the present time. 

The Cuamman. Congress does not have the time to go out and get 
this information. 

Mr. Minter. I mean these that you know about—these offers that 
you get when you travel around the world—we would like to have any 
lead that we could get on these specific offers. 
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(The information to be furnished follows :) 


The Office of the General Sales Manager of the Commodity Stabilization Sery- 
ice has been directed by the Board of Directors of the Commodity Credit Corpo- 
ration to develop plans for implementation of title IV, Public Law 480. This 
includes development of so-called pilot programs representative of the different 
geographic areas, marketing situations, and other factors involved in utilizing 
the longer term supply and credit provisions of title IV. It is expected that 
the Department of Agriculture will shortly be in position to undertake a full- 
scale program developed on the basis of actual experience in developing and 
negotiating these pilot country programs. 

In addition to these pilot programs, several proposals for use of title IV, 
Public Law 480 authority have been submitted to the Office of the General 
Sales Manager by private individuals interested in exploring possibilities of 
utilizing this authority in the case of particular countries. Although no formal 
requests by the governments of the countries involved in these proposals have 
as yet been received, the Office of the General Sales Manager has included these 
prospective countries in its initial program consideration. 

General discussions of possible title IV sales programs have been held on an 
informal basis with both private indvidual as well as officials of other govern- 
ments. These discussions have indicated that there is an interest on the part 
of other governments in using title 1V authority in accordance with the purposes 
of the legislation. 

Prior to enactment of title IV, the Office of the General Sales Manager had 
received a number of proposals for long-term dollar credit sale of surplus agri- 
cultural commodities to a number of countries. These proposals are also being 
reviewed in connection with implementation of title IV authority. 

Mr. Drxon. Our chairman referred to that transaction on cotton, 
and would you have considered it at a lower rate? 

Mr. Miniter. Yes: we would have. 

The Cuarmman. Very well. 

Mr. Mitter. Yes; we will consider it. 

The Cuarrman. As to the interest rate of 4.25 percent they said, 
“We cannot even think of it.” 

Mr. Suorr. Right there, is there any other country that will offer 

lower interest rate than we would offer—that is the question. 

The Cuarman. That is exactly w Pa at they told me that they could 
do. They said - at they could get it at a lower interest rate. 

Mr. Suorr. Ata lower rate of intere ‘2 

The ¢ ee That is right. Thins is no question about that. 

Mr. Suorr. That brings me to an entirely ditterent question. Is 
there any responsibility whatever to maintain anything like an inter- 
est rate / 

The Cuatrman. I think that we should maintain a reasonable inter- 
est rate. We cannot give it away. 

Mr. Sruorr. My point is that our interest rate that we have in this 
country is still below any other rate, as I understand it, other than in 
the Communist countries; that is, of any country in the world today. 
I may be wrong. 

Mr. Poace. Will you yield right there? 

Mr. Suorr. Yes. 

Mr. Poace. It was our understanding that the Germans wanted to 
make a substantial purchase this spring, within the last 3 months, 
tobacco, wheat, soybeans, and wanted to buy it for dollars. They 
said, “Here, we are not interested in anything but 4.75 percent 
interest.” 

They talked to the Department—at least we understood that they 
had talked to the Department, let me say that-—I do no know whether 
they did or not. 





PUBLIC LAW 480 AMENDMENTS 103 


Mr. Suorr. In other words, they were not implying that: they 
could not get the money any cheaper—they were saying that they 
would rather utilize their own money at the same rate of interest 
that they could get on this? 

Mr. Poagr. Certainly, they would want to use deutsche marks at 
4.25, rather than dollars at 4.25. 

Mr. Suorr. And you would do the same thing. 

Mr. Poacr. Yes; certi ainly. 

Mr. Mriuuer. Is that going into some other market, because they 
do not want to use their own deutsche marks—or are they going to go 
somewhere else and get the cotton or what 4 

Mr. Poace. And pay 414 percent interest. 

The CHarrman. When we lost 45 percent of our sales between 1956 
and 1959, somebody else got them. Certainly they were short 45 per- 
cent of the material that they were using. 

Mr. Hacen. The differential on our domestic cotton is in competi- 
tion with that. 

The Cuarrman. This is supposed to be over and above the normal 
uses. 

Mr. Mituer. This 45 percent reduction, we do not have that figure 
here—from 1957 to 1958, and 1958-59, we will put them in the record. 
Were they dollar sales or all exports ¢ 

The Cuatrman. In dollar sales. 

Mr. Pirnie. Of all exports? 

The CHatrman. U.S. exports of agricultural commodities, 1957- 
58-59. 

Mr. Mintier. We had a large title I movement to Italy in 1956-57. 
That is the reason I asked the question. Title I Public few 480 sales 
in Italy were much smaller in 1957-58 and in 1958-59. I think that 
is What you will find. 

The CuarrmMan. That would not be a dollar sale. 

Mr. Mitier. Then that year, Mr. O’Leary just tells me, was the 
year th: at we exported a lot more cotton, 

The CHarrMan. I am glad that the last 9 months’ figures that you 
have given show an increase. I have been going back to these other 
years. 

Mr. Smirn of Kansas. You and I have had some correspondence 
about these thousands of bushels of wheat to France. I want you 
to tell this committee how you figure out the prices as to f.o.b. or cost, 
insurance, freight (c.i.f.). I have never been able to understand why 
it is that the United States exports on a different basis than any other 
country in the world. 

Mr. Mitirer. I am going to ask Mr. O’Leary to answer the question 
for you, Mr. Smith. 

Mr. Surru of Kansas. If we can export $1,000 worth of poultry, 
and in turn import $1,000 worth of the product, who gains; that is, in 
dollars ? 

Mr. O'Leary. I am not sure that I understand. 

Mr. Smiru of Kansas. We base our exports entirely upon f.o.b. 
prices and all other countries base them upon c.i.f. 
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Mr. O’Lxary. You mean the quotation? I think that is right for 
some commodities. 

Mr. Smrru of Kansas. Why is that—why do we not get in line with 
the rest of them? In the Argentine it costs less to send a bushel 
of wheat, because they figure on the c.i.f. basis instead of the f.o.b. basis, 

Mr. O'Leary. In the case of cotton 

Mr. Smrrn of Kansas. I am talking about international trade—all 
countries base costs upon the c.i.f. basis, and we simply say that it 
is f.o.b. 

Mr. O’Leary. As I say, in the case of cotton and general cargo of 
other kinds U.S. shippers do quote c.i-f. 

In the case of bulk commodities, where freight rates on U.S. tramp 
steamers are considerably above the prev: ailing world rates, it would 
be customary to quote f.o.b. if the foreigner is going to provide his 
own freight. The quotations out of Sweden and, perhaps, out of 
some other countries, whe re g 1e shipper is intending to use his own 
freight, may wel! be on ac basis. I do not think that this places 
the United States at a price ‘lis advantage, however, because if I quote 
you a price f.o.b., you simply add ocean ‘freight costs to it. If] quote 
you a price c.i.f., I add ocean freight costs to it. 

I want to say one further thing on this question about markets. Our 
dollar exports this year will be in excess of our dollar exports in 
1956-57. They will be almost equal to the highest dollar export year 
of record, which was 1951-52, during the Korean crisis. We are not 
losing our dollar markets. 

The Cuarrman. Are you going to improve it? Are your exports to 
other countries going to exceed those of 1957? 

Mr. O'Leary. Our dollar exports will; yes, sir. 

The Cuamman. What about Mr. Boggs’ ‘suggestion about propa- 
ganda for educational purposes? 

Mr. Miuuirr. We were asked by you to report, Mr. Chairman, on 
this bill some time ago. The Department stated it had no objection 
to the bill. I believe the U.S. Information Service would be a good 
authority to speak on this. We have no particular objection to the 
bill. It was a very good presentation that Mr. Boggs made. 

The Cuarrman. Would you make a note of that, and get the Infor- 
mation Service ? 

Mrs. GALLAGHER (the clerk). Yes. 

Mr. Poace. Do you or do you not now object to making commit- 
ments on delivery ? 

Mr. Miter. We have no objection to it. 

Mr. Poace. You have no objection ? 

Mr. Mier. I have none to it. We do have authority under title 
IV at the present time. 

Mr. Poace. You do have authority ? 

Mr. Mier. Up to 10 years. 

Mr. Poace. You do not object to having that provision in there; 
that you can make sales? 

Mr. Mitter. That we can make them up to 10 years? 

Mr. Poace. Yes. 

Mr. Mixxer. I think that you would want some country to come in 
and say that they would like to have it for a lesser period of time. 
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Mr. Poace. I think so, too. I wonder how we get to this, because 
you base it on 10 years—that is what you do, is it not ! 

Mr. Miuter. Mr. Chairman, as Dr. Myers just pointed out, the 
United States has to be sure to be able to supply the commodity over 
a 10-year period of time. 

Mr. Poace. I know that. If you want to sell 100 million bushels of 
wheat, you have to know that you will grow that much. You have 
not made any sales on a 10-year commitment basis, have you ’ 

Mr. Mitier. No, sir. 

Mr. Poace. Have you made any for 5 years? 

Mr. Miter. No. 

Mr. Poacr. You have got one for 4 years ¢ 

Mr. Mutter. Yes. That is under title I. 

Mr. Poace. I am not talking about that. You have one for 4 
years. How many for3 years? 

Mr. Miter. Four or five. 

Mr. Poace. Do you object to giving it for dollars—I am not talking 
about the other—do you object to giving it for dollars—I am not talk- 
ing about the soft currencies. 

Mr. Miter. My statement indicates the administration intends to 
emphasize multi-year agreements. I believe the same is true for title 
IV plans. 

Mr. Poacr. Sometime I hope that they will change it. I believe I 
understood you to object to making dollar sales for less than 4.25-per- 
cent interest / 

Mr. Miuuer. As I say, we have not made any title IV sales thus far. 
I would certainly say that the interest rate could be changed—if con- 
ditions warranted it, Mr. Poage. 

Mr. Poace. You do not see anything in the present conditions war- 
ranting it ¢ 

Mr. Mitter. We have not reached the stage of negotiating any title 
IV agreements as yet. We would be happy to reevaluate the interest 
rate question when we do, 

Mr. Poace. You are trying to sell them / 

Mr. Mutter. That is correct. 

The Cuarrman. You have made a good effort to sell these? 

Mr. Miniter. We are moving $4,500 million this year—about 75 
percent of it is moving for dollars. I think that is a test not only of 
the Department of Agriculture, but of the general exporting people 
and the Department — 


Mr. Poage. You sold agricultural products abroad ? 
The Cuarrman. How much? 


Mr. Mitter. About 25 percent of that amount under special 
programs. 
Mr. O’Leary. The current year—you mean fiscal year 1960? About 
18 percent of that is under title I, Public Law 480. 
Mr. Breepine. Mr. Miller, in regard to funds that are used for the 
romotion of sales abroad, like the development markets, and so forth, 
wanted to make this comment. The Great Plains Wheat Market 
Development Association, which is quite active in my area, is very 
roud of the cooperation they have had from your Department in the 
oreign Agricultural Service. 
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A few days ago when we were in hearing here, the chairman of our 
committee brought up the fact that 5 percent of the funds were used— 
I do not know 5 percent of what. You made the remark, as I remem- 
ber, that in the past you had been using 2.9 percent and were recom- 
mending 2 percent this year. Is that true, and, if so, why 

Mr. O’Leary. I will have to explain that. Section 104(a) provides 
not that you shall use 5 percent, but that a total amount equivalent 
to 5 percent of sales proceeds for sales made after the passage of 
Public Law 480 legislation last fall shall be available for market 
development use, if ‘needed. 

Mr. Breepine. The law provides—that is, the present law provides 
for that? 

Mr. O'Leary. Yes. <A total amount equivalent to 5 percent shall 
be available for that purpose, if needed. The rate at which we are 
now spending is not equal to 5 percent. We have not achieved that 
rate of expenditure on the market development program. 

This does not mean that as of now that amount of currency is not 
available. 

Mr. Breepine. You have no intention to restrict that ? 

Mr. O’Leary. No, sir. 

Mr. Mituer. We have not restricted it. We have been restricted, T 
think, as to the probabilities and possibilities of getting 
and cooperat ives to work in our market development. 

Mr. Breepinc. We hope that they will. 

Mr. Miuier. We agree W ith you. We agree that these cooperators 
who are working with the Foreign Agricultural Service are doing a 
very good job. The one you mentioned is one of our better ones— 
one of our largest ones, I will say, at least. 

The Cuatrman. I would like to ask you a question about the lan- 
guage on page 3 of the bill, line 8, running through to line 12. 

Mr, O'Leary. That is H.R. 12104? 

The CrrarMan. Yes. 

Mr. Mutter. You would like to know the full meaning of it, Mr. 
Chairman ? 

The CHatmrmMan. Why you need it. It seems to me tha 
already that authority. 

Mr. Poace. You have that now. 

Mr. O’Leary. May I explain it, sir? 

The proposed section 110 provides that under title I, where justified, 
grain may be exported through regular commercial channels for the 
purpose of establishing reserves sufficient: to cover short periods of 
short: age. 

Section 110 would permit these shipments to be made, with pay- 
ment to be in abeyance until the stocks are drawn down in the country, 
at which time the payment would be made. Also provided in the sec- 
tion is that if there arises a disaster under which the provisions of 
title JE would qualify the country for title IT assistance, rather than 
making the shipment from the United States these commodities may 
be pulled out of storage and used for this disaster purpose. 
case they 
purpose, 

This amendment that you refer to merely as the words “ 
to the word “sale” is needed in order 


contractors 


t you have 


In this 
would be granted since the 1y are being used for a title II 


yr orant” 
to cover this contingency of 





I 
€ 


ar 





et 
eS 
re 
at 


Ot 


ie 


rf 


PUBLIC LAW 480 AMENDMENTS 107 


where these stocks would be used for a disaster purpose, rather than 
going into commercial channels. 

~ Mr. Poace. You go along with the policy now of making grants for 
nearly one-half of ‘the total—what is the authority for that in the 
existing law? Does the law contemplate that we were going to give 
away big stocks of such commodities 4 

Mr. O’Lwary. The grant you are speaking of is grants of currency 
for economic development purposes. The authority in the law is to 
make grants of currencies, not of commodities, for economic develop- 
ment purposes. The percentage of such grants is much less than one- 
half. The Indian one, for example, is only one agreement, 

Mr. Poace. That is for 42 percent—that is more than all of the rest 
put together. 

Mr. O'Leary. Just about. 

Mr. Poage. It is almost one-half. 

Mr. Minurr. As we move from programing into countries’ of 
Western Europe where their recovery is almost complete and. their 
ability to pay back is recognized, we moved into countries who are 
underdeveloped in the Far Kast and the repayment problems and size 
of programs are much larger, 1 thmk that this is pretty much a natu- 

ral consequence. 

Mr. Poacr. It may be, so far as programing is concerned. That is 
entirely possible. We started out, as was stated before, we had the 
idea that we would have a sales program, and it is developing as much 
asa giveaway program as foreign aid. 

Mr, Suorr. May I make a comment on that? It seems to me that 
I never know how much real authority of law exists in committee 
reports, or what we write in clarifying the intent of the law. It 
seems to me that all of this very subject can be covered by going back 
to the committee report in 1958, I believe, when Public Law 480, when 
there was specific language that the Department of Agriculture use 
the grants to a much larger degree in liquidating these things, other 
than mentioned in specific words, such as malaria eradication, public 
health, and other things that are not suitable for financing on a 
loan basis. There again we are going back to the idea, after all, these 
are amounts that are surplus and we could use them and dispose of 
them in any way that we could and it. would be of benefit. 

Mr. Poacn. That is one thing. This is 42 percent—they just do not 
pay for 42 percent of this—this is a gift. 

Mr. Suorr. What I am trying: to say, Mr. Chairman, is that I 
grant that under it the Department should be taken to task for giving 
away or making it possible to\a greater extent than the grants-aspect 
use of these funds that accrue to our credit in the face of this recom- 
mendation that was, obviously, made in 1958. 

Mr.. Poses. That is all we ever had in mind. Maybe I do not under- 
stand vt. Ms iybe they have carried on the intent’ of Congress, but the 
explanation I received here the other day—-at least as I understood it 
was that $1 billion was the amount of the deal, and of that $1 billion 
we would take 15 percent, or $15 million, and, of that, $750 million 
we could spend for our own uses, and $450 million to carry out, I 

suppose, the various purposes that we are talking ahout, that it is to 


be spent for, to carry out these programs, to build highways, and 
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roads and so forth. I guess that $450 million is a gift—nobody gets 
that, other than India. 

Maybe it is for educational programs. Maybe we are going to do a 
lot of these things that we are doing in other countries with that 
money. Maybe we are going to see that it is done. But I, certainly, 
do not like to give it to them. 

Mr. Miter. No, Mr. Chairman; the 4214 percent for loans to India 
provide for loans for self-liquidating projects, for such things as 
railroads, highways, construction of storage facilities. 

Mr. Poace. They guarantee to return that if the railroad goes 
bankrupt? If the railroads of India do not make money, does the 
Government guarantee that loan? 

Mr. Mitier. Yes; they do. 

Mr. Poace. Or have you simply got one of those notes that are 
payable out of revenues ? 

Mr. Miter. No; the Indian Government stands back of it. 

Mr. Poace. And the Government does agree to pay it back? 

Mr. Mirtrr. The Government agrees to pay it back. The 421% 

ercent for grants is earmarked for economic development projects. 

ome of them will be nonrevenue producing, such as Mr. Short men- 
tioned a moment ago: such things as mosquito eradication, disease in 
the human body, hospitals, and maybe drainage of swamps for disease 
control. 

There is a great deal of need in India for these very same things 
that we are talking about: a much greater need there than we found 
in Western Europe. Inthe early days of Public Law 480, title I, there 
wasn’t a great deal of need for that type of use for the currency; the 
need there was to rebuild the railroads, build highways, reconstruct 
fertilizer factories or public utilities, the generation of power. That 
is the more typical of loans made in the early days. 

In India there is need for health measures, drainage, the eradica- 
tion of disease—problems in that field of health, education, and 
rehabilitation. 

Mr. Poace. That brings us to the question that we had in this com- 
mittee several times, and I know there is a good answer to it, and that 
is, we leave the suggestions to you that you should put the U.S. flag 
on the things that we give away. On this that we are giving away, 
you propose to carry this work on under the Indian flag, I take it; is 
that right? I mean these meritorious programs that you describe 
will be conducted by the Indian Government as an activity of the In- 
dian Government for which the recipient will probably never be able 
to discover that anyone other than the Communist Party enabled him 
to avoid the mosquito or attend college—— 

Mr. Mixter. I can say that I know a million of them know better. 
I say that because when President. Eisenhower spoke before the open- 
ing of the fair, and from the demonstration I saw of them there, they 
were well acquainted with the aid given by the United States. These 
programs will be carried under the sponsorship and the guidance and 
the immediate direction of the Indian Government. 

Mr. Poace. To the extent that they are used as propaganda, they 
will be beneficial ? ; 
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Mr. Miuier. Yes; I think they will. There is an awareness in 
India, a particular awareness of the assistance given by this Govern- 
ment, and it is safe to say that there is a particular awareness of this 
particular program, and its impact on the Indian people. 

Mr. Hagen. Would the gentleman yield at that point ? 

Mr. Poace. Yes. 

Mr. Hacen. What degree of supervision will any agent of the 
United States exercise ? 

Mr. Miter. Dr. Myers will answer that, Congressman Hagen. 

Mr. Myers. This part of the program is under the supervision of 
the International Cooperation Administration, and any details should 
be gotten from them. But the terms of these projects are worked 
out between their representatives and ICA as a part of the Embassy 
mission over there, and the Indian Government, and there is a check 
on performance. 

I would like also to comment on the subject of credit. 

I asked our Ambassador in India the same question that you just 
asked Mr. Miller about credit when I was there a little over a year 
ago, and I asked it in somewhat the tone that I felt we weren’t getting 
the credit we should. And he refuted that promptly with the state- 
ment that the Government of India was being very good about passing 
the word along all through their country about the U.S. contributions 
in grain and loans. 

Mr. Poaee. I think they are much better than some governments. 
I think the Indian Government rates rather high there, and is entitled 
to some credit in that respect. 

Mr. Myers. I raised the question, sir, because I saw in the local 
newspaper some reference to imported wheat, and it didn’t say where 
it had come from. I knew where it had come from, and I raised the 
question. He assured me that that was unusual, and that they were 
good about giving credit. 

Mr. Poage. Mr. Dixon. 

Mr. Dixon. I would like to round out our discussion just a little. 
I am very pleased that Under Secretary Miller asked for permission 
to put into the record the facts in regard to whether we are losing our 
markets abroad or not. That is extremely important. And I am glad 
that we didn’t leave the hearings on the note that we were losing our 
markets. 

Furthermore, I am delighted to know of the splendid upturn in 
labor. And I think that counts even more to try to find one place 
where we had a little better record than we do just at the present, and 
| am trying to place myself in the shoes of these fine gentlemen who 
have come to testify. I know some of them are working for the Gov- 
ernment at a sacrifice; they are professional men whose services are 
wanted elsewhere, and who can better themselves a great deal by look- 
ing after their own affairs. And I, for one, representing our people, 
want to see us keep the best men we can who are earnestly working 
for the Government, and I don’t know if all of them might not be 
encouraged if we just put them through the meatgrinder and don’t 
give them any encouragement at least. 

And these hearings have all been in the negative vein. And I be- 
lieve that we can get better results and keep better people and en- 
courage them to do better work if once in a while we give them just the 
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least bit of encouragement, and that is why I feel—why I have said 
this to rather round out the hearings that have been given today, 
because I appreciate the worth of these men, and I have seen their 
work. 

For example, I have a friend who is in Europe now disposing of 
poultry, and he has written me from one country after another—I 
think he represents the turkey association—saying what a wonderful 
job our attachés are doing out there. Also, he has told me what a 
fine movement the Department has in getting commodity groups them- 
selves to push their own commodities, and the encouragement that they 
have had from the Department, and how effective these commodity 
groups have been. And Iam sure, Mr. Chairman, you will understand 
my motive there is purely friendly, but it is just to give a little balance 
to our agencies. 

Mr. Poace. I think the whole committee recognizes that the Depart- 
ment is doing a fine work. Or course, we want to criticize, and we 
are going to criticize. Weare going to continue to criticize the various 
activities and what we think they are doing. Of course, we think 
they are doing a great many good things. 

Mr. Drxon. I think so, too. Of course, there are some places that 
have been pointed out where we could improve. Of course, as they 
say, the good is the enemy of the better, and that is our purpose here 
today. 

Mr. Mitrer. We are interested, Congressman Dixon, in bettering 
our program at all times, and increasing exports—we are going to have 
to do something to take into account this increased capacity to pro- 
duce. We in the United States can’t consume it all ourselves. Our 
population is increasing, but not at the rate of our productivity. I 
think good,wholesome, American food can find a market somewhere 
throughout the world in increasing quantities, and I think therein 
lies a great portion of the solution to our problem. And this we are 
attempt 1? 1g to do, wherever possi ible. 

Mr. Hacen. I want to ask a question in connection with something 
Mr. Poage brought out. You had a clause in that contract with 
India which gave you an escape in the event you were unable to deliver, 
in the event the CCC did not own these commodities. 

Mr. Mixer. Tliat is correct. 

Mr. Hacen. Exactly how would that read ? 

Mr. Mrurrr. Well, the contract is on a 4-year basis, and the amounts 
to be provided after the first vear for the second year and the third 

vear and the fourth year will depend upon the needs of India, and 
our ability to provide the commodities predicated their being in sur- 
plus. 

Mr. Hicen. Actually, it is not a 4-year contract; it is a 1-year 
contract renewable three times 

Mr. Minter. With a manifestation of intent to renew, I think, would 
be a pretty good description. 

Mr. Poacr. Thank you very much. We appreciate your attend- 
ance, 

Mr, Mitier, Mr. Chairman, could we have the permission of the 
Chair to insert the statement and the ac ‘companying table in the back / 

Mr. Poage. Yes, sir. 
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Mr. Hacen. It would not be possible to have that contract put in 
the record, would it? 

Mr. Poace. It is a rather long contract. 

Mr. Mitier. We can submit it. 

Mr. Poacr. Yes. 

(The contract referred to follows :) 


AGRICULTURAL COMMODITIES AGREEMENT BETWEEN THE GOVERNMENT OF THE 
UNITED STATES OF AMERICA AND THE GOVERNMENT OF INDIA UNDER TITLE I oF 
THE AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE AcT, AS AMENDED 


The Government of the United States of America and the Government of 
India ; 

Recognizing the unique opportunity that now exists for a sustained coopera- 
tive effort undertaken by both Governments to ensure the continuing develop- 
ment and progress of the agricultural sector of India’s economy ; 

Recognizing that the United States, by undertaking for the first time a four- 
year program of sharing its abundance of food grains—while the Government 
of India devotes its energies and resources toward achieving agricultural self- 
sufficiency—can make a significant contribution to India’s third five-year plan 
and to her efforts to meet current food requirements, establish food reserves, 
increase agricultural production and stabilize food prices; 

Considering that the Indian rupees accruing from such purehase will be util- 
ized in a manner beneficial to both countries ; 

tecognizing the desirability of expanding trade in agricultural commodities 
between their two countries and with other friendly nations in a manner which 
would not displace usual marketings of the United States of America in these 
commodities or unduly disrupt world prices of agricultural commodities or nor- 
mal patterns of trade with friendly countries ; 

Desiring to set forth the understandings which will govern the sales, as speci- 
fied below, of surplus agricultural commodities to the Government of India pur- 
suant to Title I of the Agricultural Trade Development and Assistance Act, as 
amended (hereinafter referred to as the Act), and the measures which the two 
Governments will take individually and collectively in furthering the expansion 
of such trade in such commodities ; 

Have agreed as follows: 


ARTICLE I, SALES FOR RUPEES 


1, Subject to the availability of commodities for programming under the Act 
and issuance by the Government of the United States of America and accept- 
ance by the Government of India of purchase authorizations, the Government 
of the United States of America undertakes to finance the sales up to the value 
$319 million, for rupees to purchasers authorized by the Government of India, 
of the following agricultural commodities determined to be surplus pursuant to 
the Act, of the amounts indicated : 


Export market value 


Commodity : Millions 
A. For consumption: Wheat and wheat products_____----__--2 $723. 75 

B. For Reserves: 
Wheat and wheat ‘products. 8 lela elu ad te 241. 25 
Ns ees ec ee SUI OS LU ULE 116. 00 
©, Ocean transportition. 2220 2208 99007 io Lhios sult Jpoys ag 195. 00 
SR AIUIL so vas gapcsen ps emprgeesnapliigy do Soiice Soph wigs eeeee en teeta Akt D CSERO NE TSS 1, 276. 00 


The provisions of this Agreement, as applied to the balance of the amounts 
indicated in the above schedule, shall not become effective until January 1, 1961, 
and shall become effective then only in the event that the United States Gov- 
ernment on or after January 1, 1961, so notifies the Government of India. 

2. Applications for purchase authorizations for $319 million, including $29 
million worth of rice for reserves, will be made within 90 calendar days after 
the effective date of this Agreement for procurement during United States fiscal 
year 1961 in the case of wheat and’ prior to December 31, 1960 in the case of 
rice. The amount for subsequent years will be determined on the basis of 
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annual review to be made by the two Governments prior to the beginning of 
each United States fiscal year 1962-64. The reviews shall take into account 
United States stocks position, changes in India’s production, consumption, and 
stocks of food grains, other imports from the United States and countries friendly 
to the United States, feasibility of barter for strategic or other materials as a 
means of providing a portion of India’s food grain requirements, storage facili- 
ties, the extent to which agreement has been reached on the use of grant and 
loan funds, and other related matters. Purchase authorizations will include 
provisions relating to the sale and delivery of commodities, including the 
classes, types and/or varieties of food grain, the time and circumstances of 
deposit of the rupees accruing from such sale, and other relevant matters. 

3. The United States recognizes the desire of India to accumulate, as quickly 
as possible, a substantial part of the one million ton reserve stock of rice pro- 
vided for in this Agreement to assist in stabilizing the internal markets for this 
commodity in India. Under this Agreement the first annual review of rice avail- 
abilities will be made in August 1960. At that time consideration will be given 
to whether in the light of the United States supplies of rice available for Title I 
disposal, India’s production, consumption and stocks of food grains, other im- 
ports from the United States and countries friendly to the United States, 
India’s storage capacity, and other related factors, any increase would be pos- 
sible in the portion of the total rice programmed which is currently planned for 
procurement during the first year. 

4. The two Governments agree that the issuance of purchase authorizations 
for wheat and rice providing for purchase after June 30, 1961, shall be dependent 
upon the determination by the United States Government that these commodities 
are in surplus supply and available under Title I of the Act at that time. The 
United States Government shall have the right to terminate the financing of 
further sales under this Agreement of any commodity if it determines at any 
time after June 30, 1961, that such action is necessitated by the existence of 
an international emergency. 


ARTICLE II. USES OF RUPEES 


1. The two Governments agree that the rupees accruing to the Government 
of the United States of America as a consequence of sales made pursuant to 
this Agreement will be used by the Government of the United States of America, 
in such manner and order of priority as the Government of the United States 
of America shall determine, for the following purposes in the amounts shown: 

(a) For United States expenditures under subsections (a), (b), (d), 
(e), (f), (h) through (r) of Section 104 of the Act or under any of such 
subsections, the rupee equivalent of $200 million. 

(b) For grant to the Government of India under subsection (e) of 
Section 104 of the Act, the rupee equivalent of not more than $538 million 
for financing such projects to promote balanced economic development as 
may from time to time be mutually agreed. 

(c) For loan to the Government of India under subsection (g) of Sec- 
tion 104 of the Act, the rupee equivalent of not more than $538 million for 
financing such projects to promote balanced economic development as may 
be mutually agreed. The terms and conditions of the loan and other pro- 
visions will be set forth in a separate agreement by the two Governments. 

In the event that agreement is not reached on the use of the rupees for grant 
or loan purposes within six years from the date of this agreement, the Gov- 
ernment of the United States of America may use the local currency for any 
purposes authorized by Section 104 of the Act. 

2. In the event the total of rupees accruing to the Government of the United 
States of America as a consequence of sales made pursuant to this agreement 
is different from the rupee equivalent of $1,276 million, the amounts available 
for the purposes specified in paragraph 1, Article II will be adjusted propor- 
tionately. 

ARTICLE III. DEPOSIT OF RUPEES 


The deposit of rupees to the account of the Government of the United States 
of America in payment for the commodities and for ocean transportation costs 
financed by the Government of the United States of America (except excess 
costs resulting from the requirement that United States flag vessels be used) 
shall be made at the rate of exchange for United States dollars generally ap- 
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plicable to import transactions (excluding imports granted a preferential rate) 
in effect on the dates of dollar disbursement by United States banks, or by the 
Government of the United States of America, as provided in the purchase 
authorizations. 

ARTICLE IV. GENERAL UNDERTAKING 


1. The Government of India agrees that it will take all possible measures to 
prevent the resale or transshipment to other countries or the use for other 
than domestic purposes (except where such resale, transshipment or use is 
specifically approved by the Government of the United States of America), 
of the surplus agricultural commodities purchased pursuant to the provisions 
of this agreement, and to assure that the purchase of such commodities does 
not result in increased availability of these or like commodities for export from 
India. 

2. The two Governments agree that they will take reasonable precautions to 
assure that all sales or purchases of surplus agricultural commodities, pursuant 
to the Agreement will not displace usual marketings of the United States of 
America in these commodities, or unduly disrupt world prices of agricultural 
commodities or normal patterns of commercial trade with friendly countries. 

3. In carrying out this Agreement, the two Governments will seek to assure, 
to the extent practicable, conditions of commerce permitting private traders 
to function effectively and will use their best endeavors to develop and extend 
continuous market demand for agricultural commodities. 

4. The Government of India agrees to furnish, upon request of the United 
States of America, information on the progress of the program, particularly 
with respect to the arrival and condition of commodities and the provisions 
for the maintenance of usual marketings, and information relating to exports 
of the same or like commodities. 


ARTICLE V, CONSULTATION 


The two Governments will, upon the request of either of them consult 
regarding any matter relating to the application of this Agreement or to the 
operation of arrangements carried out pursuant to this Agreement. 


ARTICLE VI. ENTRY INTO FORCE 


The Agreement shall enter into force upon signature. 
IN WITNESS WHEREOF, the respective representatives, duly authorized for the 
purpose, have signed the present Agreement. 
Done at Washington in duplicate this fourth day of May 1960. 
For THE GOVERNMENT OF THE UNITED 
Srates or AMERICA, 
(S) Dwieut D. EISEN HOWER. 
For THE GOVERNMENT OF INDIA, 
(S) S.K. Partin. 


May 4, 1960. 
Hon. DoveLas DILLON, 
Acting Secretary of State, 
Department of State, 
Washington, D.C. 


EXxceLLeNcy: I have the honour to refer to Your Excellency’s note of today’s 
date which reads as follows: 

“T have the honor to refer to the Agricultural Commodities Agreement signed 
today between the Government of the United States of America and the Govern- 
ment of India (hereinafter referred to as the Agreement) and, with regard to 
the rupees accruing to uses indicated under Article II of the Agreement, to state 
that the understanding of the Government of the United States of America is 
as follows: 

“1. With respect to Article II, Paragraph (a) of the Agreement: 

“(i) The Government of India will provide facilities for the conversions of 
the rupee equivalent of $4 million (up to a maximum of $1 million per year) 
accruing under the subject agreement for agricultural market development pur- 
poses into currencies other than United States dollars on request of the Govern- 
ment of the United States of America. This facility is needed for the purpose 
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of securing funds to finance agricultural market development activities of the 
Government of the United States in other countries. 

“The Government of the United States of America may utilize rupees in 
India to pay for goods and services, including international transportation 
needed in connection with market development and other agricultural projects 
and activities in India and other countries. 

“(ii) The rupee equivalent of $63.8 million, but not more than 5 percent of 
the currencies received under the Agreement will be used for loans to be made 
by the Export-Import Bank of Washington under Section 104(e) of the Agri- 
cultural Trade Development and Assistance Act, as amended (hereinafter 
referred to as the Act). and for administrative expenses of the Export-Import 
Bank of Washington in India incident thereto. It is understood that: 

“(a) Such loans under Section 104(e) of the Act will be made to United 
States business firms and branches, subsidiaries, or affiliates of such firms 
in India for business development and trade expansion in India and to 
United States firms and to Indian firms for the establishment of facilities 
for aiding in the utilization, distribution, or otherwise increasing the con- 
sumption of and markets for United States agricultural products. In the 
event the rupees set aside for loans under Section 104(e) of the Act are not 
advanced within six years from the date of this Agreement because the 
Export-Import Bank of Washington has not approved loans or because pro- 
posed loans have not been mutually agreeable to the Export-Import Bank 
of Washington and the Department of Economic Affairs of the Government 
of India, the Government of the United States of America may use the rupees 
for any purpose authorized by Section 104 of the Act. 

“(b) Loans will be mutually agreeable to the Export-Import Bank of 
Washington and the Government of India acting through the Department of 
Economie Affairs of the Ministry of Finance. The Secretary, Department 
of Economic Affairs, or his designate, will act for the Government of India, 
and the President of the Export-Import Bank of Washington, or his desig- 
nate, will act for the Export-Import Bank of Washington. 

“(c) Upon receipt of an application which the Export-Import Bank is 
prepared to consider, the Export-Import Bank will inform the Department 
of Economic Affairs of the identity of the applicant, the nature of the pro- 
posed business, the amount of the proposed loan, and the general purposes 
for which the loan proceeds would be expended. 

“(d) When the Export-Import Bank is prepared to act favorably upon an 
application, it will so notify the Department of Economie Affairs and will 
indicate the interest rate and the repayment peried which would be used 
under the proposed loan. The interest rate will be similar to those prevail- 
ing in India on comparable loans and the maturities will be consistent with 
the purposes of the financing. 

“(e) Within sixty days after the receipt of notice that the Export-Import 
Bank is prepared to act favorably upon an application the Department of 
Economic Affairs will indicate to the Export-Import Bank whether or not 
the Department of Economic Affairs has any objection to the proposed loan. 

“Unless within the sixty-day period the Export-Import Bank has received 
such a communication from the Department of Economie Affairs it shall be 
understood that the Department of Economic Affairs has no objection to the 
proposed loan. When the Export-Import Bank approves or declines the pro- 
posed loan, it will notify the Department of Economie Affairs. 

“2. With respect to Article II, paragraphs 1(b) and 1(c): Uses of Section 
104(e) and Section 104(g) rupees: The Government of India will use the 
amount of rupees granted or loaned to it by the United States pursuant to para- 
graphs 1(b) and 1(c) for projects to promote economic development with 
emphasis upon the agricultural sector including food reserve storage structures 
and facilities as may from time to time be agreed upon by the authorized repre- 
sentatives of the United States and the authorized representatives of the Gov- 
ernment of India, in the following sectors: 

“A. Agriculture 
é “B. Industry including the production of fertilizer, Irrigation and Power, 
Transport and Communications, and Credit Institutions. 

“C. Public Health Education and Rehabilitation. 

“PD, Other Economic Development Projects consistent with the purposes 
of Sections 104(e) and 104(g) of the Act. 
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“The Government of India further agrees in cooperation with the Govern- 
ment of the United States, to coordinate the use of grant and loan funds pro- 
vided for in paragraphs 1(b) and 1(c) of Article IL with such direct dollar 
assistance as may be made available by the Government of the United States 
of America, so that both sources of financing may be channeled to specific and 
clearly identifiable economic development programs and projects, 

“3 Tt is agreed that any goods delivered or services rendered after the date 
of this agreement for projects within categories A, B, and C under paragraph 2 
above which may later be approved by the United States will be eligible for 
financing from currency granted or loaned to the Government of India. 

“4. With regard to the rupees accruing to uses indicated under Article II of 
the Agreement, the understanding of the Government of the United States of 
America, with respect to both paragraphs 1(b) and 1(c) of Article II is as 
follows: 

“(j) Local currency will be advanced or reimbursed to the Government of 
India for financing agreed projects under paragraphs 1(b) and 1(c) of Article 
II of the Agreement upon the presentation of such documentation as the United 
States may specify. 

“(ii) The Government of India shall maintain or cause to be maintained 
books and records adequate to identify the goods and services financed for agreed 
projects pursuant to paragraphs 1(b) and 1(c) of Article II of the Agreement, to 
disclose the use thereof in the projects and to record the progress of the projects 
(including the cost thereof). The books and records with respect to each 
project shall be maintained for the duration of the project, or until the expira- 
tion of three years after final disbursement for the project has been made by 
the United States, whichever is later. The two Governments shall have the right 
at all reasonable times to examine such books and records and all other docu- 
ments, correspondence, memoranda and other records involving transactions 
relating to agreed projects. The Government of India shall enable the author- 
ized representatives of the United States to observe and review agreed projects 
and the utilization of goods and services financed under the projects, and shall 
furnish to the United States all such information as it shall reasonably request 
concerning the above-mentioned matters and the expenditures related thereto. 
The Government of India shall afford, or arrange to have afforded, all reasonable 
opportunity for authorized representatives of the Government of the United 
States to visit any part of the territory of India for purposes related to agreed 
projects. 

(iii) If the United States determines that any disbursement under paragraphs 
1(b) and 1(c) of Article II of the Agreement made by it for agreed projects is 
not supported by the documentation submitted by the Government of India, is 
not made in accordance with the terms of this agreement or any applicable agree- 
ment or arrangement between the Government of the United States and the 
Government of India, or is in violation of any applicable laws or regulations of 
the United States Government, the Government of India shall pay to the United 
States as may be requested by it, an amount in local currency not to exceed 
the amount of such disbursement. Where any payment is made by the Govern- 
ment of India to the Mission pursuant to the preceding sentence on the basis of 
a disbursement which has been charged as an advance under the line of credit 
established by the loan agreement, the total amount charged as advances under 
the line of credit shall be reduced by the amount of such payment. 

“(iv) The authorized representatives of the United States shall expend funds 
for agreed projects only in accordance with the applicable laws and regulations 
of the United States Government. The United States may decline to make further 
disbursements for any agreed projects if it determines that further disburse- 
ments would not fulfill the purpose of paragraphs 1(b) and 1(c) of Article II of 
the Agreement. 

“}. I wish to confirm my Government’s understanding that imports of wheat 
under Title I of the Act shall be over and above usual commercial imports from 
the United States and countries friendly to the United States during each United 
States fiscal year 1961-64 of not less than 400,000 MT. This figure may be ad- 
justed or reduced on the basis of a review of India’s food grain supply, financial 
position, and other relevant factors to be made by the two Governments prior 
to the beginning of each fiscal year. The first such review will be undertaken in 
June 1960. In the case of rice it is understood that imports under Title I shall 
be over and above India’s present program of other imports from the United 
States and countries friendly to the United States during the period January- 
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December 1960 of not less than 400,000 MT. During subsequent years of the 


Agreement the progress and programs of the Government of India relating to 
total rice imports shall be taken into account in the annual review. 

“6. It is agreed that India shall not export wheat, wheat flour, or rice during 
the period covered by the Sales Agreement. 

“Accept, Excellency, the renewed assurances of my highest consideration.” 

I have the honor to inform you that the contents of your note represent the 
understanding of the Government of India. 

I would request Your Excellency to accept the renewed assurances of my high- 


est consideration. 
S. K. Pati, 
Vinister of Food and Agriculture, Government of India. 


Mr. Poace. Thank you very much. 
Now, Mr. Reuben Johnson, of the National Farmers Union. 


STATEMENT OF REUBEN JOHNSON, OF THE NATIONAL FARMERS 
UNION 


Mr. Jounson. When Mr. Patton appeared here before the com- 
mittee last year, I think he did an excellent job of presenting the phi- 
losophy of the Farmers Union with regard to Public Law 480. The 
committee is well aware of the support that we have given to this legis- 
lation, and our interest and desire in making it a more effective in- 
strument for the pursuit of our interests abroad. 

Mr. Chairman, I would like to ask permission to file my statement 
and then make one or two very brief comments with regard to it to 
indicate our position on bills before the committee. 

Mr. Poace. Without objection, that will be done. 

(Prepared statement of Mr. Johnson follows :) 


STATEMENT OF NATIONAL FARMERS UNION 


Mr. Chairman and members of the committee, provisions of the bill introduced 
by Chairman Cooley are fully consistent with the views expressed by our national 
president, Mr. James G. Patton, in testimony presented to the committee last 
year. In this connection, we understand that paragraphs (3) and (4) to amend 
title II to make possible grants of commodities for economic development and 
to authorize other payments relating to shipping costs have been picked up in 
the Mutual Security Act. 


FULL IMPLEMENTATION OF TITLE IV 


We commend the statements made yesterday in support of full implementation 
of title IV, which was added to Public Law 480 last year after long hearings 
and careful study by the committee. We strongly endorsed title IV authority 
in testimony presented to the committee at that time. We continue to support 
the use of the authority for long-term loans which it provides, and we fully 
support the efforts of the committee to get the Department of Agriculture to 
place greater emphasis on use of this authority. 


COMMUNITY WORKS PROJECTS 


We are concerned that the witn&sses representing the administration ex- 
pressed opposition to section 2 of Congressman McGovern’'s bill, the effect of 
which is to stimulate local initiative and in the construction of needed public 
facilities. The use of food to help finance community works projects is fully 
consistent in our considered judgment with the chairman’s bill. Farmers Union 
representatives who have visited India recently in connection with the 11th 
General Conference of the International Federation of Agricultural Producers 
returned home with the conviction that local or community public works proj- 
ects financed in whole or in part with food commodities offer an excellent means 
of getting communities to make a solid contribution to the overall economic 
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development goods of that nation. Many worthwhile projects such as roads, 
dams, canals, or other similar projects could be constructed by people working 
together at the local and community levels while at the same time food is pro- 


vided which would be needed in any event to alleviate hunger and starvation. 
ROLE OF VOLUNTARY AGENCIES 


We believe that voluntary private and religious agencies can operate success- 
fully in implementing the provisions of section 2 of Congressman McGovern’s 
bill, and we urge that, where possible, they be used to provide local administra- 
tion for the works projects. We support authority broad enough to permit 
governments to administer such projects using food to recompense persons so 
employed. However, we do not favor limiting such effort to governments, as 
favored yesterday by the witnesses from the administration. 

We strongly urge the committee to approve section 2 of Congressman Mc- 
Govern’s bill. 

In closing, Mr. Chairman, we are in support of the provisions of Congressman 
Boggs’ bill and urge the committee to raise the ceilings set in subsections (h), 
(i), and (r) of section 104 to whatever level, in your good judgment, is adequate 
to meet the needs of the programs authorized thereunder. 


We appreciate your courtesy in hearing us regarding these amendments, and 
we look forward to the opportunity to present more detailed views of our organi- 


zation when the committee reviews Public Law 480 operations next year. 

Mr. Jounson. We support H.R. 12104. We commend the question- 
ing of the chairman and you, Mr. Poage, regarding the implemen- 
tation of title IV. I think our position is well known. We would do 
well to use the authority which is contained in title LV. 

We are very proud of the fact that we had a part last year in title 
IV being made a part of the basic authorities contained in Public Law 
480. Our president agrees, and I believe that our membership agrees, 
that we would do well to make long-term loans of food and fiber at low 
interest rates, and to make loans when and wherever possible. Also, we 
should look to the prospect of dollar loans wherever and whenever it 
is possible to negotiate such loans. 

We are concerned that the witnesses representing the administration 
expressed opposition to section 2 of Congressman McGovern’s bill, the 
effect of which is to stimulate local initiative in the construction of 
needed public facilities. 

The use of food to help finance community works progress is fully 
consistent in our considered judgment with the chairman’s bill. 

We support authority broad enough to permit governments to ad- 
minister such projects using food to recompense persons so employed. 
However, we do not favor limiting such etfort to governments as fa- 
vored on Friday of last week by witnesses from the administration. 
And we therefore strongly urge the committee to approve section 2 of 
Congressman’s MeGovern’s bill. 

We are in support of the provisions of Congressman Boggs’ bill and 
urge the committee to raise the ceiling set in “subsection (h), (a), and 
(r) of section 104 to whatever level in your good judgment is adequate 
to meet the needs of the program authorized thereunder. 

We appreciate your courtesy, Mr. Chairman, in hearing us regard- 
ing these amendments, and we look forward to the opportunity to 
present more detailed views of our organizt ition when the committee 
reviews Public Law 480 operations next year 

Mr. Poace. Any questions? 

Mr. Hacen. One question. 

[ never quite understood Mr. McGovern’s proposal. 
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Would that contemplate donations to these volunteer agencies like 
the Christian missions, and so forth, to conduct the public work 
projects? 

Mr. Jonnson. Yes; I think, basically, that is the intention of section 
2 of Congressman McGovern’s bill, H.R. 11609. 

Mr. Hacen. In other words, now the donation could be made for 
handouts of food on a charity basis, but this would permit them to set 
up programs of construction and use food as the method of making— 
this would permit these voluntary agencies to use food as a wage de- 
vice for the building of public works 

Mr. Jounson. Yes. 

The voluntary agencies have a rather unique role and are in a 
rather ane position in the countries in which they are working 
overseas, in that they are in direct contact with local leaders. The 
seated ton of interest of local leaders and people in carring out these 
local works projects would be the biggest service that they could 
render. 

Mr. McIntime. Do I understand, Mr. Johnson, that in this proposal 
you presume the voluntary agencies would be the distributive vehicle 
of the food which would then be turned over to a local municipality 
to pay labor for the construction of public works ? 

Mr. Jounson. That is a restatement of the way Congressman Hagen 
stated it. 

Mr. McInime. I thought you agreed with him. 

Mr. Jounson. If I agreed with the turning of food over to local 
municipalities, I didn’t intend it that way. 

This bill would authorize, as I understand the language, and the 
language is fairly clear in the bill, voluntary groups now operating 
abroad in feeding programs where the food is actually given on a 
grant basis to administer locally programs which would involve the 
people that are now getting food donations, putting them to work on 
various projects which they need locally to help promote the economie 
development of the community. 

Mr. McIntire. Then if we have at this present moment a hypothet- 
ical example, may I say, wherein we are making available to a church 
organization in a foreign country food for distribution to the needy, 
then am I correct in understanding that those who are supervising 
the distribution of that food through the church agency or through 
any other eleemosynary agency, whatever it may be, voluntary agency, 
that those administrative people in that community would agree with 
the local authorities that they would provide the food—that the peo- 
ple that are now assisting would go to work ona public works project, 
and they would provide the food; is that what you are getting at? 

Mr. Jonnson. Well, I think that this involves informally perhaps 
more segments of the community and the State or Province, perhaps, 
than you have indicated. 

I think food perhaps would not ever be used to pay in full for these 
local publie—— 

Mr. McIntire. I am not concerned about what it is used to pay 
for; I am concerned about the function of the voluntary agency get- 
ting mixed up in the public work projects. I thought this arrange- 
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ment, the proposal, was that there would be authority whereby agree- 
ment "would be made with a country as within the context of the Public 
Law 480 agreement that food made available to that country might 
be used within the framework in lieu of wages in a public works 
project. 

Mr. Jomnson. That is one aspect of the program, Congressman 
McIntire. Certainly what you have just described would not be pre- 
cluded under the provisions of the McGovern bill. But it would also 
provide that the Department of Agriculture could work out an agree- 
ment with a voluntary agency desiri ing to work out details of admin- 
istering a needed public works project. 

CARE is feeding a lot of people on a grant basis. There are some 
cases where I am sure that CARE could } put people to work and feed 
them at the same time. It is in these kinds of cases where I am sure 
the Department could work out administrative procedures to fit the 
peculiar needs in various areas, and to examine these projects from all 
aspects after they are begun to see that the programs are conducted 
properly. ‘There are examples that we could talk about where CARE, 
for example, could help people to, say, build a road, an access road 
into some area where agricultural operations are being carried on. 
There are other examples where CARE might come in as the admin- 
istrative agent in helping local communities to do a needed job, paying 
either in full or in part with food. 

Mr. McIntme. Do you think that CARE ought to be the vehicle by 
which they tell recipients that we are going to provide some food, and 
you are going to build a road out there / 

Mr. Jounson. I don’t think CARE would ever be in a position to 
tell these local people what they would have to do. But I think in 
working with them in the position that they already occupy in many 
areas that they could cooperatively arrive at some worthwhile public 
works projects 

Mr. McIntire. Certainly if these people are getting some assistance 
from CARE and there is an opportunity to work, that is nnderstand- 
able. But I see that they would have great reluctance to bring the 
foodstuffs made available to a charit: able organization in as the instru- 
ment by which this charitable organization gets involved in a public 
works project. This gets the ¢ harit: able organization into an entirely 
different business. 

Mr. Jounson. The charitable organization, of course, would have 
to make the final decision in cooperation with the Department of Agri- 
culture. 

Mr. Suorr. Would the gentleman yield / 

Mr. McIntime. Yes. 

Mr. Suorr. Mr. Johnson, it seems to me that this is going to put 
‘ARE in a rather peculiar position sometimes. ‘Their primary objec- 
tive is to feed hungry people when in most instances, as I underst: and 
it, they need additional food through no fault of their own, because 
of some circumstances. If they attempt, or if they would attempt to 
implement a works progr am, where they were going to give people 
food in return for work, they would be in the position of having two 
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different approaches, and the people they were asking to work would 
say, “You are giving it to these people over here without any work in 
return and you are asking us to work for it.” Is that not perhaps 
going to be somewhat at odds? 

Mr. Jounson. Congressman Short, I think that CARE itself would 
have to answer that question. And I assure you that I do not believe 
for 1 minute that CARE would be interested in any project or in 
working out an agreement with the Department of Agriculture where 
they would be put in this position. 

I will say further, too, that the voluntary organizations themselves 
are interested in this authority—— 

Mr. Suort. You say they are? 

Mr. Jounson. As I understand it, they are interested in having such 
authority as provided in H.R. 11609. And while frankly I think they 
are very courageous to want to conduct these kinds of programs, 
have a lot of admiration for their interest in wanting to try to get into 
this type of program. The reason they do is because, working with 
these people foualty, they see the need for many projects which people 
themselves can do and which are fairly elementary measured by our 
standards, but which the people in countries like India need very much. 

And out of this humanitarian desire to want to help these people, 
they feel that they can use this kind of a program. 

The CHatrmMan. Thank you very much, Mr. Johnson. 


Mr. Dave Whatley. 
STATEMENT OF DAVID WHATLEY, BETHESDA, MD. 


Mr. Wuattey. Mr. Chairman and gentlemen, the hour is late, and 
I shall be as brief as I can. 

I would like permission, Mr. Chairman, to insert in the record an 
affidavit to the effect that I have received no compensation over the 
years in behalf of this or related programs of a humanitarian char- 
acter, since there may be some people who read the record who would 
not be as aware as are the members of the committee of this fact. 

The Cuatrman. I do not think you need substantiate your state- 
ment by an affidavit. We will accept your word for it. 

Mr. Wuat ey. I appreciate that, Mr. Chairman. 

First, may I advert to the testimony of Mr. Johnson on the proposal 
of the voluntary agencies to use surplus foods for works projects. 

I believe what the voluntary agencies have in mind—though I have 
not read the letter that they have written to the committee—are small 
projects that might be practical in such places as Hong Kong, where 
there are no substantial government programs, but where the refugees, 
by the use of the surplus food in payment for wages, might build co- 
operative housing for themselves and projects of that sort. 

I believe they do not imagine that they can get into any large pro- 
grams. I do not endorse this program, because I do not know the 
details of the proposal. 
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Tirte I[J—Avurnoriry 


I do, however, wish to call your attention to the language of the 
existing act, which language has been in title II since its first enact- 
ment in 1954. Under section 202 the “President may authorize the 
transfer on a grant basis of surplus agricultural commodities from 
CCC stocks” (limited of course to those commodities and not those that 
are covered in title I) “to assist programs undertaken with friendly 
governments or through voluntary relief agencies”. Under Sec. 203, 


“the President may make such transfers through such agencies, including inter- 
governmental organizations, in such manner and upon such terms and conditions 
as he deems appropriate. He shall make use of the facilities of voluntary relief 
agencies to the extent practicable.” 

Legally, this type of program has always been possible, but appar- 
ently the voluntary agencies have not proposed a program to ICA, 
which administers title II, which ICA construed to be a practical 
program in this respect. 

I would think that ICA would not undertake such a program, how- 
ever, without some legislative history justifying it. And I would 
like to emphasize that point, because the recent amendment to title 
II which permits its broadening to include the financing of economic 
development generally, going beyond the previous concept of emer- 
gency relief, was justified by the executive branch entirely on the 
basis of ee E eT eee programs. And they did not 
have in mind, I am sure, the use of the voluntary agencies in such 
programs. But if the committee would think it would be practical 
a limited number of cases of voluntary agencies could participate 
under the broadening amendment adopted earlier this year in the 
Mutual Security Act of 1960, I suggest that you may wish to give 
rather explicit instructions in respect to that authority in the report of 
the committee on this bill. 

I should like to ask also that the committee give consideration to 
endorsing the previous operations of ICA under title II and to express- 
ing the hope that they would expand their operations above the limited 
$100 million a year, as has been the case since its inc eption. 

There have been a few programs of work relief projects, but they 
have been in exceptional circumstances, and they have been limited 
by the construction of the word “emergency,” which is the context in 
which the title had previously been phrased. That context has been 
broadened considerably by the adoption of this amendment which, 
unfortunately, was limited in its duration to 1 year, expiring on June 
00, 1961. 

I believe, however, that the debate in the Senate which caused this 
limitation as a compromise in conference was engendered almost. en- 
tirely by misunderstanding and by a rather unfortunate position that 
the Farm Bureau Federation took in saying that this proposal of the 
executive branch to broaden title II was an effort by the State Depart- 
ment to grab a portion of the surplus disposal from the Department 
of Agriculture. 
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That seemed to have been the general assumption upon which the 
Senate recently voted against this amendment which was later adopted 
in conference. 

There was complete justification for the proposed expansion of 
title II in testimony before your committee last year by Dr. Dennis 
FitzGerald—and the rationale for its expansion was included in the 
Senate Foreign Relations Committee report on the Mutual Security 
Act of 1960. I ask permission to insert that in the record, if I may, be- 
cause it clarifies and clears up a misconception that occurred in the 
Senate debate on this point. 

The Cuamman. Without objection, it will be included after your 
remarks. 

Mr. Wuattey. I would like to point out that the ICA has admin- 
istered this program since its inception, and far more conservatively 
and frugally than I believe the Congress intended. ‘There are many, 
many countries in the world where the per capita income and the 
channels of trade are so inadequate that there are no possibilities of 
title I programs. 

The administration bill which you have introduced, Mr. Chairman, 
on this point explicitly included the phrase that those programs would 
be “in addition to that which can be accomplished under title I of this 
act.” 

Most of the countries in the Near East and all of the countries in 
Africa except Ke rypt (U.A.R.) are now, as a prac ‘tical nec ‘essity, ex- 
cluded from title I programs. It is only under title II that you will 
have an opportunity under the expansion of this new authority to 
develop additional programs for disposal, particularly of grains th: at 
are piling up each year, each year getting larger than the previous 
year in spite of the operations of Public Law 480 as a whole. 

The CHarrman. What is the explanation for not having any title 
] program in those areas / 

Mr. Wuattey. The executive branch could speak to that more ef- 


fectively than I could. But you take a country lke Afghanistan, they 
have such an inadequate and such a primitive system of distribution, 
of normi al channels of trade in that country. They are not able to 


partic ipate in a normal wi iv even under the don: ition program. 

Where it was found necessary to approve a title If eme rgency do- 
nation program in Afghanistan, the U.S. Government. permitted them 
to sell their commodities for local currencies under title IT, because it 
wasn’t possible for them to distribute the commodities to the needy, 
since they have no relief rolls or anything of that sort. This situation 
is true all through the African countries. 

And if I may have permission to insert a list of the countries whose 
people have an income of less than $300 annually, I believe that 
might be a criterion of the countries where these programs might 
be possible. 

The Cuatrman. All right, si 
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[Excerpt from ‘One Hundred Countries : One and One-Quarter Billion People” J 


100 Countries and Territories—1\4 Billion People Grouped According to Per 
Capita Income, Annual Average 1955-57 


Population in 


Country 


thousands, 1957 


Under $100: 
BAC DROIAIE oberon cneeee 111, 250 
An@oia (ROC. ) .-<.coe ; 4, 355 
Basutoland (UK)----.--- 651 
Bechuanaland (UK) _ _--- 331 
Belgians GORGG lcm 13, 124 
solivia Sle ag a ee 3, 273 
British Somaliland. --- 1 552 
Burma pitts ications 20, 054 
Cambodia —- ce nieitindie tat 4, 600 
Cameroons (Br. admin.) -— 1, 562 
Cameroons (Fr. admin.) — 3, 187 
Ching (Taiwan). ........ 9, 506 
Ethiopia ano strive wonaswanatice | TE 
Fed. of Nigerio (UK)_--_ 32, 433 
French Equatorial Africa 4, 891 
French West Africa____- 716, 260 
Gitabig | CUE) 6st tate 7 985 
Guadeloupe & dep. (Fr.)- 251 
Gumes.. Di ln. 19 630 
Haiti - =a snidbeace ditties ie 3, 384 
India Ji eaie'pnep in thh cs on bie 
ERAT oo ein cote cnc ce ce 
Jordan aioe Cea 1, 527 
Kenya (UK) sno tbeniatte 6, 254 
Korea, Republic of_--.-.. 22, 303 
Laos =a eee 1, 655 
Liberia sciicwame ane 
Martinique (Fr.)- 258 | 
Mozambique (Port.). - 6, 170 
Nepal es ‘ ; 8, 78 
Netherlands New Guinea_ “7 
New Guinea (Aust. 
adm. ) ieatenboeee aed 312 
Pakistan , 3 84, 450 
Papua (Aust.) es ai 168 
Portuguese Guinea 5D4 
Portuguese India * 647 
Portuguese Timor * a 484 
Reunion (Fr.) Ree A 306 
tuanda-Urundi ( Belg.) —- 4, 568 
Saudi Arabia 16, 640 
Sierra Leone (UK) 12, 210 
Somaliland (It. admin.) 1, 310 
south West Africa (S. 
Afr.) , i 524 | 
Spanish Guinea dithering: 212 
Sudan ee S 10, 700 
Swaziland (UK) 5 * 273 
Tanganyika (Br. admin.)-— 8, 760 | 
Thailand : 21, O76 | 
Togoland (Fr. admin. ) 1, 093 
Uganda. (UE ) asian cu 5, 680 
Viet-Nam, Republic of a 12, 300 
Yemen ~ “& Goo 
‘U.N. estimate for 1960 21956. 
U.N. income estimate not available: 
Source: Source of population figures 
Demogr iphie Yearbook. 
_ source of income figures (except where noted) : 
figures—annual averages for 1955—57 


Country 

$100 to $199: 
era Be eee he 
COPE eee ee 
Dominican Republic_______ 
RCURGOT oe ee 

Fiji Islands ( U.K.) 
Ghana 


Madagascar (Fr.) 
Morocco 


Philippines 
Rhodesia and Nyasaland 
CUE Pokitancce <i cclecges eto 
Ryukyu Islands (U.S.) *__ 
Tunisia 
United Arab Repubhie____-_ 
Zanzibar and Pemba 


| $200 to $299 : 
Algeria 
Bhutan 
British 


CRW iat eee 
(Indian admin.) —__ 
Cue 


OOM BCR ie 
Federation of Malaya 
| Hong Kong (U.K.) 
Malta and Gozo (U.K.)____ 
Mauritius and dep. (U.K.)-_ 
Mexico 
North Borneo (U.K.)_ ~~ 
Panama 
Berawek (sas tcciou 
Singapore (U.K.) 
Surinam (Neth.) 
West Indies (U.K.) 





$300 to $699 : 


Apegentine . bic cee 
CN nike cis keene eee 
Us cinsainsscuth scent tint ccert 
Oyprus (U.E. joes cal 


Israel____- 
Lebanon __- adi ciel : 
Puerto Rico (U.S.)_---__-_ 
Uruguay 
Venezuela 


the income grouping is our estimate. 


(except 


where noted): 1958 United 


United Nations Statistical Office. 


Population in 
thousands, 1957 


61, 268 
9, 165 
2, 698 
8, 890 
2, 350 

354 

763 

3, 451 

769 

19, 253 

538 

210 

905 
115 

331 

638 
9, 923 

22, 690 

450 
823 

815 

108 


285 


, 148 
* 689 
515 
227 
033 
, 279 
583 
319 
603 
, 426 
397 
967 
640 
460 


6 
233 


056 


868 
121 
410 
536 
1, 937 
1525 
2, 282 
2, 679 


6,13 


Jaw 


Nations 


The 


are U.N. estimates based upon official data, except 
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This pamphlet will deal with the problems of 100 underdeveloped countries 
and territories and with the remedies that can be used to help solve their 
problems. 

In selecting these countries, geographical and political considerations neces- 
sarily enter in. There is little point in discussing the problems of countries 
with which we cannot do business or whose economic problems we have no 
reliable information about. 

We can say that there are 2 billion people on this earth or nearly three-quarters 
of the human race, who live in countries where dire poverty and deprivation 
prevail. However, this total includes mainland China, which has a population 
of some 650 millions. Great as the problems of mainland China are, it is not 
a member of the United Nations and submits no statistical reports to it, and 
unless the world political situation changes sharply, it is not likely to cooperate 
with other nations in a worldwide program of economic development for some 
time to come; it is attempting to make a great leap forward in its own sternly 
regimented way. The 2 billion total also includes North Korea and North 
Vietnam, with a combined population of about 24 million, which for the same 
reasons are not likely to be part of a worldwide development program. 

The United Nations designates as “less developed” “all countries and terri- 
tories in Africa, North and South America, Asia and Oceania, with the excep- 
tion of the Union of South Africa, Canada, the United States, Japan, Australia, 
and New Zealand,’ but for reasons indicated above omits mainland China, 
North Korea, and North Vietnam from its statistical reports. We are here 
using the United Nations classification and statistics. 

Thus we arrive at the figure of 100 countries with 1% billion people. They 
are listed, together with their populations, in table 1, grouped according to 
their average annual per capita income as estimated by the Statistical Office 
of the U.N. for the years 1955-57. Seventy percent of the total population 
figure will be found in group 1, having an average per capita annual income 
of under $100 a year. The total population of this group, which includes India 
and Pakistan, is 888 million. In the second largest group, having a total popu- 
lation of 208 million, are countries where the average annual per capita income 
is $100 or more but less than $200 a year. The third group, having an average 
annual per capita income of $200 to $299, comprises 73 million persons. The 
last group in table 1—countries where the average annual per capita income 
is $300 or more—comprises countries which are moving forward quite rapidly 
and probably ought not to be considered, as pointed out in the note to table 1, 
in the same status as the others. 

A further warning should be raised about these statistics. As we have 
pointed out, national income figures and per capita national income figures 
for underdeveloped countries are, generally speaking, only informed guesses. 
Furthermore, such guesses or estimates tend to exaggerate the differences 
between the poorer and the richer countries. The reader will note that the 
income figures are stated in dollars per year. To reach a dollar figure it has 
been necessary to convert local income statistics into dollars, and this has 
been done at the official rate of exchange. The official dollar rate of exchange 
is often not a good way of measuring the local purchasing power of pesos or 
rupees or riels. You could probably buy a good deal more rice in Siam for 
one baht than you can buy at your supermarket for 8 cents, which is the 
official exchange rate for the baht. Moreover, this method of translating 





that in a number of cases they are rough approximations of the U.N. Statistical Office and 
do not necessarily relate to a specific year or average of years 

Note.—This list of less developed countries, includes several countries, for example, 
Argentina, Venezuela, and Israel, which have fairly high annual per capita incomes; and 
it excludes those of some European countries, such as Albania, Bulgaria, Hungary, Poland, 
and Rumania which have quite low per capita annual incomes. It also excludes several 
other European countries, such as Turkey, Greece, Spain, Portugal, and Yugoslavia which 
also have low per capita incomes. It will be seen, therefore, that the classification used 
here is somewhat arbitrary, but it is the only one for which general statistics are readily 
available. Overall, however, it is a reasonable list. For although 9 of the countries in 
the U.N. definition, with a population of about 50,000,000 have incomes of $300 or more per 
eapita, these should be balanced against the 9 European countries mentioned above which 
are omitted from the U.N. classification of “less developed” countries. These 2 groups do 
not exactly balance out since the 9 European countries have a larger population, but we 
can Say at any rate that the error leads us to understate rather than overstate the size and 
the needs of the underdeveloped areas. 

The population of the countries listed above totaled 1,167,692,000 in 1957. If you 
figure a 1.7 percent overall increase in 1958 and 1959, you arrive at a figure of about 
1,228,000,000 for 1960. : 
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local per capita income into dollars understates the real income level of low- 
income countries because it cannot take account of the pattern of local life 
and the fact that many necessities are produced at home or bartered in the 
villages and do not enter into national statistics. Even making these allow- 
ances, however, incomes in the underdeveloped countries are by any standard 
appallingly low. 

Mr. Wuattey. Among those having populations with per capita 
income of less than $100 annually, there are few where title I pro- 
grams have been developed. | 

This is one great opportunity where the programs can be expanded. 


H.R. 9725 


As to the bill by Mr. Boggs, I endorse its provisions, but I should 
like to point out that the executive branch, through its budget pro- 
cedures, has not availed itself of the existing authority to use these 
currencies in the amounts that are already available to them under 
existing law. 

The Cuairnman. Weare going to have someone from the USIA here 
tomorrow at 2:30 when the committee meets again. It might be well 
for you to sit in and hear what is said in that session. 

Mr. Wuatiey. The U.S. Information Agency has not thus far to 
my knowledge requested of the Bureau of the Budget the funds even 
up to the inadequate ceiling, because they have used the Public Law 
480 currencies in a very limited fashion, primarily for the distribution 
of school textbooks. 

The Cuarrman. Maybe there is a satisfactory explanation for that, 
and maybe they are suggesting an amendment to the present law to 
put the programs into effect in those areas of the world. 

Mr. Wnattey. Thus far, through December 31, 1959, there has been 
a total of over 30 percent in all agreements signed through that date 
reserved for U.S. uses. And I think there are few agencies that can- 
not get the necessary currencies in the normal appropriation process. 

There are one or two rejections in the appropriations process this 
year, and I think it is particularly regrettable where there are rejec- 
tions in countries where there are excessive amounts of currencies. 


OTHER USES OF FOREIGN CURRENCIES 


Mr. Hagen. May I interrupt at that point? 

These foreign currencies you acquire, the expenditure of them has 
to be approved by the Appropriations Committee here ? 

Mr. Wuattey. That is true for most of the uses under existing law. 

Under existing law some of the U.S. programs require authoriza- 
tions in appropriations acts, not actually appropriations, but others 
do not. 

For instance, the Fulbright program does not require authorizations 
in appropriations acts, but Smith-Mundt programs under the same 
subsection (h) does. 

Now, the disparity makes no rhyme or reason, and that was appar- 
ently one reason that the Bureau of the Budget this year for the first 
time in effect practically rewrote the law by requiring that all strictly 
U.S. use programs would have to have not merely authorization in 


56858—60——_9 
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appropriation acts, but would have to be purchased with dollar 
appropriations. 

That has at least cured the disparity in allocations of currencies 
reserved in sales agreements for various U.S. uses, that unavoidably 
existed between those programs such as the Fulbright program not re- 
quiring appropriations action and those such as the Smith-Mundt Act 
that did require it. 

There is still the possibility under this new procedure for any U.S. 
use to be granted more foreign currencies than the Bureau of the 
Budget would allocate. 

An example of this was the action of the Appropriations Commit- 
tees this year in appropriating the regular Department of Agriculture 
Appropriations Act. They gr anted to FAS more currency than the 
Budget Bureau had allocated to them. 

As for those currencies allocated in sales agreements primarily for 
the benefit of the importing country, popularly called country uses as 
distinguished from U.S. uses, constituting all those amounts allocated 
for grants under subsections 104 (c) and (e) and loans under (g) to 
foreign governments and for Cooley amendment loans under (e), 
none of these, either under existing law or under any policy pro- 
posed by the Bureau of the Budget or the executive branch, now 
require authorization in appropriation acts. However, as a result of 
the interaction of two amendments added to title I last year there will 
be, after June 30, 1960, a technical restriction, apparently not in- 
tended by the conferees in adopting the last proviso of section 104, 
that practically prevents the use of any of these country use currencies 
for health and education projects, unless allocations for these pur- 
poses, as now specified in section 104(k), are made before June 30, 
1960. 

Mr. Chairman, since the legal effect of this restriction is rather 
complex, yet of such great importance as an impediment to the effec- 
tive administration of title I, and since the hour is so late, I shall, 
with your permission, defer my discussion of this until tomorrow. 

(The data referred to above is as follows :) 


{Excerpt from S8. Rept. 1286, 86th Cong., on the Mutual Security Act of 1960] 
A. USE OF PUBLIC LAW 480 FOREIGN CURRENCY (SEC. 601(A&)) 


This section makes a technical amendment in section 104 of Public Law 480, 
which relates to use of foreign currencies, so as to remove a restriction result- 
ing from the interaction of two amendments added to the law last year in re- 
gard to use of foreign currencies for health and education. 

Subsections (k), (p), and (r) of section 104 of Public Law 480 authorize the 
use for purposes of health and education, among others, of foreign currencies 
accruing from the sale of surplus agricultural commodities under title I of that 
law. A proviso to subsection (k) makes foreign currencies available for the 
purposes of that subsection only in such amounts as may be specified in appro- 
priation acts. A similar proviso is applicable to subsection (p), and currencies 
under subsection (r) are limited to the equivalent of $2.5 million a year. 

The uses contemplated by these subsections embrace both uses for the benefit 
of the United States (e.g., collection and translation of scientific and technologi- 
cal information) and uses for the benefit of the foreign country (e.g., support 
of educational development). This latter category of uses is also embraced 
under subsections. (e) and (g) which make foreign currency available, without 
appropriation requirement, for purposes of economic development. However, 2 
final proviso to section 104 forbids allocation of foreign currencies “under any 
provision of this Act after June 30, 1960, for the purposes specified in subsections 
(k), (p), and (r)” except as specified in appropriation acts. The effect of this 
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last proviso is to make it impossible to use foreign currencies for purposes of 
economic development through health and education under subsections (e) and 
(g) except as the currencies may be appropriated. Since none of the other uses 
nnder subsections (e) and (g) are thus restricted, the proviso curtails rather 
drastically the work that can be carried on in these two fields which are basic 
to economic development. 

The amendment made by the bill would repeal the pertinent part of the pro- 
viso in question so that foreign currencies could be used for health and educa- 
tion programs related to economic development without appropriation, but 
could not be used for such programs which primarily benefit the United States 
or are unrelated to economic development. This is consistent with the Budget 
Bureau report to the Senate Committee on Appropriations on “Control Over the 
Use of Foreign Currencies,” which distinguishes between “U.S. use” and “coun- 
try use” currency with respect to application of appropriation controls. 


B. GRANTS OF COMMODITIES FOR ECONOMIC DEVELOPMENT (SEC. 601 (Db) ) 


Title Il of Public Law 480, the Agricultural Trade Development and Assist- 
ance Act, deals with famine relief and other assistance. In its present form it 
authorizes grant assistance to friendly peoples to meet famine or other “urgent 
or extraordinary relief requirements.” ‘The amendment to this title made by 
section 601(b) of the bill would add the purpose of promoting economic develop- 
ment in underdeveloped areas as one of the aims for which grant assistance 
could be furnished. 

The amendment would make it possible to furnish surplus agricultural com- 
modities, on a grant basis, for purposes of economic development in under- 
developed countries where famine or other emergency situations do not exist. 
It is contemplated that this authority would be mainly used in Africa and 
South Asia. The new authority would make it possible for example, for com- 
modities to be furnished on a grant basis to a country which has a bad unem- 
ployment problem and which could use the commodities to pay wages, in kind, 
to people working on road maintenance or construction or on other public works. 
The same result can be accomplished in many cases, rather more awkwardly, 
under authority now existing in title I of Public Law 480, under which sur- 
plus commodities can be sold for foreign currency which in turn can be lent or 
granted back to a country for similar uses. Under the procedure which the 
amendment will authorize, the United States can avoid the problems attendant 
upon large accumulations of foreign currencies. It will also have the effect of 
enabling Public Law 480 to be used, to some extent, to supplement funds for 
defense support and special assistance, but it cannot, of course, be used as a sub- 
stitute for dollar programs. 

It should be borne in mind in this connection, however, that this new au- 
thority will be subject to the overall limitation of $300 million a year on the 
value of commodities which can be furnished under title II of Public Law 480. 
Furthermore, the overall authority of this title expires December 31, 1961. 


[Excerpt from H. Rept. 1464, 86th Cong., on the Mutual Security Act of 1960] 


Section 601(a), amending section 202: Famine relief and other assistance 

This section amends section 202 of title II, Public Law 480, which relates to 
famine relief and other assistance, to permit the use of surplus agricultural 
commodities under title II to promote the economic development of undeveloped 
areas. No mutual security appropriation would be required since U.S. contri- 
bution in support of development projects would be in the form of grants of 
surplus commodities from stocks held by the Commodity Credit Corporation. 

This amendment is identical to the amendment contained in H.R. 8609, a bill 
to amend Public Law 480 reported by the House Committee on Agriculture on 
August 15, 1959, and passed by the House on August 20, 1959. It was later 
eliminated in conference without explanation. 

The amended language will enable the United States to undertake 1k nger term 
programs in those underdeveloped countries where food consumption is low and 
underemployment is high. Currently title II authority is being used in several 
countries to donate surplus commodities on an emergency basis for community 
development-type projects. With this new authority, projects of a more lasting 
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nature could be undertaken under circumstances in which there is more time 
for planning and arranging local financing needs. 

A sufficient number of work projects have been operated on an emergency 
basis to assure that they are highly successful in terms of local popularity, 
enhancement of U.S. prestige, providing a means for the employment of surplus 
labor by erecting needed community facilities, and assisting in the movement 
of additional agricultural surpluses. For example, during the 6-month period 
ended December 31, 1959, 42,000 tons of wheat and feed grains have been shipped 
to Tunisia for emergency work projects, including the construction and renova- 
tion of earth dams, tree planting, building of firebreaks, and various soil con- 
servation and reclamation activities. About two-thirds of the workers’ wages 
are paid in U.S. grain and the remainder in cash contributed by the Tunisian 
Government. 

In addition to work projects, there are other opportunities anticipated for 
using surplus commodities in bringing help to needy people. In many of the 
newly independent African countries development might be stepped up consider- 
ably by providing commodities which can be sold by revenue-short governments 
to finance public programs such as those in the field of education. 


The Cuatrman. We will adjourn until 2:30 tomorrow afternoon. 
(The following letter received by the committee is inserted at this 
point in the record :) 


NATIONAL CREAMERIES ASSOCIATION, 
Washington, D.C., May 31, 1960. 
Hon. Harotp D. CooLey, 
House Office Building, Washington, D.C. 

Deak Mr. CooLtey: We have studied the provisions of your bill, H.R. 12104, 
a bill to amend the Agricultural Trade Development and Assistance Act of 1954, 

First, let us say that it is our firm conviction that Public Law 489 has worked 
to the benefit of the American dairy farmer and American agriculture in 
general. 

We think that efforts to improve the operation of Public Law 480 and make 
it a more effective means of disposing of American agricultural surpluses abroad 
are very much worth while. Unquestionably, there are no doubt areas of opera- 
tions under existing law which can be improved and there are no doubt further 
improvements that can be assured by the enactment of appropriate amendatory 
legislation. 

We are, first, heartily in support of Public Law 480, and second, as we under- 
stand these amendments, they appear to be designed to improve the programs 
operating under Public Law 480, and therefore have our approval. 

It is our wish that you make this letter a part of the hearing record at the 
place in the record you deem appropriate. 

With best wishes, I am, 

Sincerely yours, 
Otre M. Reed, Executive Director. 


(Thereupon, at 5:15 p.m., the committee recessed, to reconvene at 
2:30 p.m., Tuesday, June 7, 1960.) 
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TUESDAY, JUNE 14, 1960 


House oF REPRESENTATIVES, 
CoMMITTEER ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:05 a.m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

Present : Representatives Cooley, Grant, Gathings, Albert, Abbitt, 
Johnson of Wisconsin, Matthews, Coad, Breeding, Hogan, Levering, 
Hoeven, Dague, Belcher, McIntire, Dixon, Smith of Kansas, Teague 
of Californi: dy Quie, Mrs. M: iy, Pirnie, and Latta. 

Also present: Christine S. Gallagher, clerk, and John J. Heim- 
burger, counsel. 

The CuatrmMan. The committee will please be in order. 

Our first witness this morning is Mr. Albert Harkness, Jr., Director 
of Information Center Service, U.S. Information Agency. "We shall 
be glad to hear you now and anyone accompanying you. 

We are considering amendments to Public “Law 480. The question 

came up about a bill introduced by Mr. Boggs, H.R. 9725, which is 
to amend section 104 of the Agricultural Trade Development and 
Assistance Act of 1954 to eliminate the ceilings on the use of foreign 
currencies for informational and educational activities carried on with 
funds provided under authority of that act. 

I do not know whether you have received a copy of the bill or not. 
Apparently, we do have a communication from the U.S. Department 
of Agriculture as to the amount of money made available for the 
purposes I have indicated. That report will be made a part of the 
record at this point. 

(The letter dated May 12, 1960, follows :) 


U.S. DEPARTMENT OF AGRICULTURE, 
May 12, 1960. 
Hon. Harrop D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 


DEAR CONGRESSMAN CooLey: This is in response to your request of January 
19, 1960, for a report on H.R. 9725, to amend section 104 of the Agricultural 
Trade Development and Assistance Act of 1954 to eliminate the ceilings on the 
use of foreign currencies for informational and educational activities carried 
on with funds provided under authority of that act. 

The bill would eliminate limitations of the amounts of foreign currencies which 
can be made available on an annual basis for Fulbright Act educational ex- 
changes under subsection 104(h), U.S. Information Agency textbook programs 
under subsection 104(i), and audiovisual informational and educational activi- 
ties under subsection 104(r). 
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The Department has no objection to the bill as it applies to subsections 104(i) 
and (r). The proposed change as it applies to subsection 104(h) does not appear 
necessary. 

Subsection 104(h) currently authorizes the Secretary of State to determine 
the amounts to be set aside for educational exchanges under the Fulbright Act 
from sales proceeds and loan repayments not in excess of $1 million a year in 
any one country for a period of not more than 5 years in advance. This is the 
only instance where a department is authorized to determine amounts of cur- 
rencies to be used for its program although the act as amended on September 21, 
1959, does make available from sales proceeds and loan repayments not less 
than the equivalent of 5 percent of total title I sales made after that date for 
subsection 104(a) agricultural market development work. Currencies may be 
used under this subsection, however, only as authorized in appropriation acts. 
For all other U.S. agency uses of foreign currencies, including subsections 104(i) 
and (r), the amounts are determined through the allocation and apportionment 
procedures of the Bureau of the Budget and some are also subject to appropria- 
tion actions of the Congress. 

It is our understanding that the amendment of subsection 104(h) is not neces- 
sary because, almost without exception, these activities can be undertaken within 
the limitation currently provided. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
TRUE D. Morse, Acting Secretary. 

The Cnatrman. Mr. Boggs appeared before the committee and I 
think made a vital impression on the committee. He presented a lot 
of propaganda that he had picked up in other parts of the world; that 
is, Soviet, propaganda. He displayed that to the committee and indi- 

cated at the same time that in the same areas he had found that we 
were doing practically nothing. 

Mrs. Gallagher has now placed on the table the type of information 
that he pic ked up in his travels. 

What we want to know is whether or not you are in a position to 
give us an opinion as to the advisability of lifting these limitations 
so as to make these foreign currencies available in various amounts in 
the different countries for the purpose of education and the other pur- 
poses provided for in that section. 

I would like you to give us your opinion on this, so that it will be a 
matter of record. 


STATEMENT OF ALBERT HARKNESS, JR., DIRECTOR OF INFORMA- 
TION CENTER SERVICE; ACCOMPANIED BY HARRY T. CARTER, 
GENERAL COUNSEL; AND PARKER MAY, CHIEF OPERATIONS 
STAFF, U.S. INFORMATION AGENCY 


Mr. Harkness. Mr. Chairman and members of the committee, H.R. 
9725 would, among other things, amend section 104 of Public Law 
480 to remove the present annual $5 million ceiling on 104(i) activi- 
ties—translation, publication, and distribution of books and period- 
icals and the annual $2.5 million ceiling on 104(r) activities—prep- 
aration, distribution, and exhibiting of audiovisual information and 
educational material. 

The U.S. Information Agency has been delegated the responsibility 
for carrying out the projects authorized under section 104(i) and will 
probably be delegated responsibility under section 104(r) on a joint 


basis with ICA. 
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The Agency favors the proposed amendments to section 104(i) and 
(r). T he Agency has not as yet in any fiscal year reached the limita- 
tion contained i in such sections. However, the deletion of the limita- 
tions would allow the Agency to request whatever funds might be re- 
quired to take : advantage of worthwhile opportunities. 

The committee is aware, I am sure, that under existing procedures 
the proposed amendments of H.R. 972 5 would not authorize use of 
currencies for the stated purposes but. would merely authorize the 
Agency to request appropriations of foreign currencies for such pur- 
poses w ithout regard to any statutory fiscal ‘ceiling. 

The CuarrmMan. So your Agency is in favor of deleting the limita- 
tion ¢ 

Mr. Harkness. Yes, sir. 

The CuatrMan. As to section (i), the bill you say seeks to lift that 
limitation ; that is, the $5 million limitation ? 

Mr. Harkness. Yes, sir. 

The Cuatrrman. And the other $1 million limitation in section 
(h)—— 

Mr. Harkness. We are only addressing ourselves to sections (i) and 
cP). 

The Cuarrman. As to section (h), that is, subsection (h), of sec- 
tion 104 of the Agricultural Trade Development and Assistance Act 
of 1954, it states: 
is amended by striking out “not in excess of $1,000,000 a year in any one coun- 
try for a period of not more than five years in advance.” 

You propose, also, to strike that limitation out ? 

Mr. Harkness. This is a State Department responsibility. I do not 
believe that we could appropriately have an opinion on that. 

The Cuarrman. What is that ? 

Mr. Harkness. That is a State Department responsibility; that 
is, subsection (h). 

The CHarrMan. Subsection (h) ? 

Mr. Harkness. Yes. 

The CHarrman. It would be a State Department matter? 

The Harkness. Yes, sir. 

The CHArrMan. There is no reason why we should not. strike that 
one out, too; is there ? 

Mr. Harkness. No, sir. 

The CHAIRMAN, Are there any questions ? 

Mr. Marruews. Do you think that your Agency would promote this 
kind of a program a little bit more if this bill were passed? I think 
you said that you felt you have not exhausted the authorization you 
have had, that is, so far as expenditure is concerned. It would seem 
to me, from the evidence that Mr. Boggs presented, that we need to do 
a Whole lot more. 

The question is, will you be able to do more of this type of pro- 
gram if this legislation is passed ? 

Mr. Harkness. Yes. We do,sir. The program has gotten started 
slowly because section (i) which is the only one of these two sections 
which i is now oper: ating, of course, involves let igthy negotiations with 
educational institutions and Ministers of Education. It is incre: ising. 
We believe that we would bump up against that ceiling very soon. 

Mr. Marrnews. Thank you. That is all. 
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The Cuarrman. Dr. Dixon? 

Mr. Drxon. Does your Agency operate the libraries that distribute 
the material ? 

Mr. Harkness. Yes, sir. 

Mr. Dixon. Do you have sufficient material to meet the demands in 
these various countries, for instance, in India? 

Mr. Harkness. We always need more material, sir. 

Mr. Drxon. There is a tragic deficiency in that respect, is there not; 
that is, in the overall ¢ 

Mr. Harkness. There certainly is a deficiency ; yes, sir. 

Mr. Dixon. Why have you not stepped that up ¢ 

Mr. Harxness. I believe that we have stepped it up as fast as we 
could with our resources, sir. Of course, the provisions under this 
legislation would not permit us to gather American literature and in- 
formation. It would mere ‘ly make it possible for us to translate 
American works into national languages and prepare materials lo- 

cally. This would not be primarily for the libraries, but for educa 
tional institutions. 

Mr. Drxon. In other words, if this bill were passed, it would not give 
you more funds to stock the libraries? 

Mr, Harkness. To a certain extent, yes, so far as translations are 
concerned, but the main bulk of our libraries contain American works 
in English. 

Mr. Drxon. What about making available children’s literature, lit- 
erature for the barbershops, like the others have? 

Mr. Harxness. Yes, sir. 

Mr. Dixon. All of our material, so as to get them acquainted with 
what we are doing. 

Mr. Harkness. This is precisely what we would do with this 
money. sir, but it would be in national languages. 

Mr. Drxon. In their language? 

Mr. Harkness. Yes, sir. 

Mr. Drxon. You favor this legislation very much, and feel a need 
for those things? 

Mr. Harkness. Yes, sir; very definitely. 

Mr. Drxon. That is all. 

The Cuarrman. Mr. Harkness, do you know of any other limita- 
tions in the law that would restrict the use of these funds if we should 
remove these limitations? 

Mr. Harkness. The fact that they must be appropriated funds. 

The Cuarrman. You would have to go to the Budget Bureau ? 

Mr. Harkness. Yes, sir; we would have to go to the Congress, too. 

The CuatrMan. You have that difficulty facing you even with the 
removal of the limitations ? 

Mr. Harkness. Yes, sir. 

The CuarrmMan. Off the record. 

(Discussion off the record.) 

The CuatrMan. Do you have any Public Law 480 agreements 
where you have to specify that we are going to use a part of this for 
propagand: 1 purposes, and, of course, you do not have to call it “propa- 
ganda’—for educational purposes? 





—_. 


‘ 
. 





n 


eG 


— 





PUBLIC LAW 480 AMENDMENTS 133 


Mr. Harkness. The various sections, I believe, must be specified in 
the agreement—the various sections which would be applicable for 
the use of the funds. Is that correct? 

Mr. Carrer. They usually are specified in the agreements, Mr. 
Chairman. 

The CuarrMan. Give the reporter your full name. 

Mr. Carrer. My name is Harry Carter. I am the General Counsel 
of USIA. 

In the agreements with the foreign countries establishing the Public 
ist 480 transactions, the United States and the foreign country must 

zach agreement as to the uses to which the local currency accruing 
vill be put. In some agreements, these are specified paperately by 
subsections; in other words, so much for (f), so much for (m), so 
much for (i). 

In other agreements, as I recall them, the uses other than sub- 
section (f) uses are lumped together. They could be individually 
specified by letter or could be in the agreement by language such as 
“for all other purposes of section 104,” but clearly there must be agree- 
ment in advance between the United States and the country receiving 
the Public Law 480 commodities as to what uses the foreign currency 
will be put. 

In direct answer to your question, yes. The United States and the 
foreign country must reach agreement. 

The Cuarrman. It might ‘be objectionable to use the word “prop- 
aganda” but if you say it is for education, do you think you would 
have any difficulty in reaching an agreement to that effect ? 

Mr. Carrer. No, sir. The foreign countries, of course, and their 
negotiators, are familiar with Public Law 480, and, in Shorthand 
terms, the agreement could refer to subsection (i) of section 104, or 
the agreement should specify that the currency which accrues can be 
oa for—and I now quote the language of the act—financing the 

‘anslation, publication and distribution of books and periodicals.” 
At least, the foreign country would, certainly, be on notice as to the 
use which the United States intended to make of the local currency. 

The CuarrMan. Do you anticipate any difficulty, or have you had 
any difficulty in « gy ying out the provisions of this law? 

Mr. Harkness. I do not think so, sir. 

The Cuarrman. You see the type of propaganda which is on the 
table which appears to be very expensive and I imagine very effective. 
I have not examined it very thoroughly. You can see what it is. 

Mr. Carrer. I might say, sir, that when Representative Boggs re- 
turned from his trip, “he had numerous conversations with Ambassador 
Allen, the Director of our Agency, and several others of us, pointing 
out his concern about this. 

The Cuarrman. Are there any further questions? 

If not, we thank you very much for your appearance here this 
morning. 

Mr. Harkness. Thank you. 

The Cuarrman. We will next hear from Mr. Joseph Parker. 

We are delighted to have you here this morning. We will be glad 
if you will identify your associates, those who are ace ompanying you 
here, for the record. You m: ly present a statement, either you or your 
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associates, if you desire, and you may supplement your statement, if 
you desire to do so, later. 

Mr. Parker. Thank you, Mr. Chairman. The other gentlemen here 
this morning are Mr. Read Dunn of the National Cotton Council of 
America, Mr. Jim Frink of the Tobacco Associates, and Mr. Jack 
Smith of the Great Plains Wheat Market Development Association, 

The CHarrman. We are very glad to have you gentlemen with us. 

Mr. Parker. Mr. Dunn is going to make a statement for the group, 
Mr. Chairman, with your permission. 

The CuairmMan. We will be glad to hear you. 


STATEMENT OF READ DUNN, REPRESENTING THE NATIONAL COT- 
TON COUNCIL OF AMERICA; ACCOMPANIED BY JACK L. SMITH, 
GREAT PLAINS WHEAT MARKET DEVELOPMENT ASSOCIATION; 
JIM FRINK, TOBACCO ASSOCIATES; AND JOSEPH 0. PARKER, 
COUNSEL FOR THE INSTITUTE OF AMERICAN POULTRY INDUS- 
TRIES AND THE NATIONAL GRANGE 


Mr. Dunn. Mr. Chairman and members of the committee, you and 
the members of the committee recall that when this group first recom- 
mended the enactment of Public Law 480, you stated the purpose of 
the act in the very first line : 
to increase the consumption of United States agricultural commodities in for- 
eign countries, to improve the foreign relations of the United States, and for 
other purposes. 

You will recall that the first section of the first provision that deals 
with the use of funds, section 104(a), reads: 
to help develop new markets for United States agricultural commodities on a 
mutually benefiting basis. 

You will recall that this committee from time to time has amended 
and strengthened that particular section, 104(a), in order to give 
greater emphasis to the market development activities, to carry out 
the basic objective of the act. 

You will recall that the committee has, from time to time, included 
in its reports on the extension of Public Law 480 statements to give 
increased interest to market development. 

Despite this fact, it has become increasingly difficult to carry out 
these market development activities because of the difficulty of get- 
ting funds, especially the right kind of funds, in the countries which 
offer the best opportunity for market development and which offer 
opportunity of becoming permanent markets for our agricultural 
commodities on a regular dollar basis. 

Several months ago a group of organizations, which are cooperating 
with the Foreign Agricultural Service in marketing development, 
had the opportunity of meeting informally with the subcommittee 
of this committee which handles this particular provision, and re- 
viewed the problems that the group had incurred recently. At the 
suggestion of the subcommittee we recommended certain appropria- 
tion procedures to the Appropriations Committee. The Appropria- 
tions Committee has acted. The agricultural appropriation bills have 
passed both Houses and are in conference. We do not know what the 
conference has done on this yet. 
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The subcommittee also suggested to us that, after it became clear 
what the problem was specifically, we come back and make some par- 
ticular suggestions to the full committee, and we are here for that pur- 
ose this morning. 

We have, Mr. Chairman, a few technical amendments which we 
recommend be adopted as amendments to section 104(a). 

The Cuairman. Are those the underscored parts which you suggest 
as amendments to the act / 

Mr. Dunn. Yes, sir. It would appear that no specific arrangement 
has been made to implement the set-aside of 5 percent which was pro- 
vided for in the amendment of last year. The reason given is that 
the amendment did not say when this set-aside had to be made. 

Therefore, we suggest the addition of the words “each year.” 

The kind of currencies that should be set aside were not covered 
specifically in the amendment of last year. Some of the Government 
agencies think that the set-aside should be in the so-called excess cur- 
rencies in the future and that this activity should be limited to the use 
of excess currencies. 

The Cuairman. So that all of the members of the committee may 
know what you mean when you say “excess currencies” I wish you 
would explain that. 

Mr. Dunn. The currencies listed in the Budget recommendation 
to the Congress as being excess at the present time are Polish zlotys, 
Yugoslavian dinars, Israeli pounds, Egyptian pounds, Indian and 
Pakistani rupies. 

The CHairman. When you mention excess currencies, they are 
actual currencies that we have piled up in the various countries where 
we have no reason for them at all 4 

Mr. Dunn. Yes, sir. 

The Cuarman. They are not restricting this market development 
activity to the use of those currencies ¢ 

Mr. Dunn. Yes, sir; they propose in the future that market develop- 
ment funds be limited to excess currencies. 

The Cuarrman. In other words, you could not use French frances 
in France or pounds in England, and places like that ? 

Mr. Dunn. Unless they are listed as being excess. This reeommen- 
dation applies to the future. 

There are some funds which are generated under agreements signed 
in earlier years which particularly tie down some of this money for 
market development purposes. They are willing to recognize the ear- 
marking in these prior agreements, but there are not many of those 
funds, and after this year there will be no more available, so in the 
future it will be limited to such excess currencies. 

Mr. McInrire. What do you mean by kinds of foreign currencies? 
Perhaps you will be speaking on this point later. Would it mean 
that the Secretary might specify that the currency of one country may 
be used in another country where there is a surplus? 

Mr. Dunn. Yes, sir. 

Mr. McIntire. Is this kind of foreign currency limited only. to sur- 
plus situations or is it broader than that ? 

Mr. Dunn. It is our hope that this new language we are suggesting 
to set aside the amounts and kinds of foreign currencies specified by 
the Secretary of Agriculture would enable the Secretary to specify the 











136 PUBLIC LAW 480 AMENDMENTS 


countries and the currencies which he thought were needed for market 
development activities. 

The Cuatrman. When you say “kinds of currencies,” do you mean 
francs and so forth ? 

Mr. Dunn. Currencies by name, by countries: Italian lire, French 
francs, and so forth. 

The Cuatrman. In other words, in order to carry out the 5 per- 
cent provision, the Bureau of the Budget now has taken the position 
that the 5 percent means 5 percent of the overall accumulation of 
funds in the world? 

Mr. Dunn. So far as we have been able to determine there has been 
no actual set-aside of any amount, despite this 5 percent provision. 
On questioning, they say, “Well, this could be set aside in excess cur- 
rencies.” Those currencies which I named, like Polish zlotys. 

The Cuairman. What you propose to do now is to put that burden 
on the Secretary of Agriculture in making the determination? 

Mr. Dunn. Yes, sir. 

The CuarrmMan Under this provision? 

Mr. Dunn. Yes, sir. 

The Cuatrman. That would take you away from the Bureau of the 
Budget and put it into the hands of the man that you think would 
carry this out ? 

Mr. Dunn. Yes, sir. 

‘The Cuairman. He is responsible for the program, primarily, any- 
way; is he not? 

Mr. Dunn. Yes, sir. It is our feeling that the Secretary of Agri- 
culture has the primary responsibility for the program. 

The Cuairman. If we adopt the amendment, vou propose, you 
would still have to have the Secretary make the preliminary determi- 
nation and you would still have to go to the Appropriations Com- 
mittee for approval ? 

Mr. Dunn. Yes, sir. 

The next provision deals specifically with the question that Con- 
gressman McIntire raised on currencies in countries where there are no 
Public Law 480 agreements, such as Western Europe, which is a prime 
example. In our opinion, the developed countries have decidedly the 
best opportunity to expand their consumption of these agricultural 
commodities in the immediate future. We recognize the undeveloped 
countries have long-range possibilities which we hope can be developed 
over a period of time, but in order to carry out these market develop- 
ment activities in these countries where there are no more Public Law 
480 agreements being signed, it is necessary to convert the currency 
from another country where there is such currency. We thought that 
this was amply taken care of in the amendment of last year, but the 
argument is made that the amendment says only that regard shall be 
given in sales and loan agreements to providing for convertibility, 
and that this is not specific. 

So our suggestion is to change that introductory phrase and let 
it read : 
provision shall be made in sale and loan agreements for the convertibility of 


such amount of the proceeds thereof as the Secretary of Agriculture determines 
to be needed to carry out the purpose of this subsection. 





PUBLIC LAW 480 AMENDMENTS 137 


Again, Mr. Chairman, this has the same purpose as the previous 
amendment; to put this responsibility on the Secretary of Agriculture 
to determine which currencies are needed. 

The next amendment is of the same character. We would add the 
words “The Secretary of Agriculture is authorized to enter into agree- 
ments,” in the last part of that particular part of the amendment. 

There are cases where we know it is difficult, even through con- 
vertibility, to provide funds to carry out these activities. France is 
a good illustration. It is difficult to get convertibility of some of the 
other currencies into francs. Congress wrote a proviso into the 
amendment last year, that if these funds are not available by any 
other means, or from any other sources, the administration is author- 
ized to enter into special agreements with those countries for the pur- 
pose of generating funds for marketing development work. But, 
again, it is argued that this was not specific. 

The French proposed to buy about $214 million worth of tobacco 
under Public Law 480. They want the tobacco; they need the tobacco. 
It has been proposed that the funds generated be used to carry out 
the purposes of section 104(a). But it has not been possible to get 
this approved by the interagency committee which exercises the 
responsibility over these agreements. 

It is our suggestion that that language be changed again to insert 
the phrase “the Secretary of Agriculture is authorized to enter into 
agreements” which would, again, put the responsibility on the Secre- 
tary of Agriculture to carry out this provision. 

The Cuatrman. I should like the record to show who Mr. Frink is 
and what organization he represents. 

Mr. Frinx. My name is J. C. Frink and I am vice president of To- 
bacco Associates. Tobacco Associates is primarily a trade association 
representing flue-cured tobacco growers in the southeastern part of the 
United States. 

The Cuamman. And will you identify yourself ? 

Mr. Dunn. My name is Read Dunn and I am director of foreign 
trade for the National Cotton Council. 

The Cnarrman. And you, Mr. Parker? 

Mr. Parker. I am Joseph O. Parker, representing the National 
Grange and, also, the Institute of American Poultry Industries which 
carries out the market development program for the entire poultry 
industry. 

The Cuatrman. And you? 

Mr. Smiru. I am Jack Smith. I am the area director for the 
Great Plains Wheat Market Development Association development 
program in South America. 

The Cuarrman. I should now like to recognize Mr. Heimburger, 
counsel for the committee, who has some questions. 

Mr. Hermpcrcer. I want to ask you or Mr. Parker one question 
about this last part, the meaning of this last sentence there. My 
question is, Even though a country might be otherwise ineligible for 
a title I provision, because of the creation of new currencies, and 
that sort of thing, that this last sentence would open it up for title 
I—for the specific purpose of obtaining funds for use of market 
development purposes ? 

Mr. Parker. That is my conception. 
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Mr. Dunn. If funds were not otherwise available. 

Mr. Hemreurcer. We would have to go to the other source. That 
was what I was referring to. 

The CuarrmMan. There are certain countries in which you do not 
have any sales at the moment; is that right ? 

Mr. Dunn. Yes. Most of the European countries and Japan are 
in that class. 

The CHatrMan. So after we approve this amendment, it would 
be possible to carry on work in those areas; that is, any promotional 
work would be limited in your activities. 

Mr. Dunn. You may not be able to get funds converted into the 
funds of this country. Take Holland, for example. The countries 
which have moneys that you want to get converted may not have 
Dutch guilders, and so could not, therefore, agree to a conversion of 
their currency into Dutch guilders in order to continue the programs 
in Holland. 

Mr. Garnrnes. I am wondering, in these particular countries that 
you speak of, Western Europe and Japan, if that provision remained 
intact, whether you could get the limited amount of title I commod- 
ities into these countries. 

Mr. Parker. I do not think that requirement would be necessary 
because this last sentence says, “notwithstanding any other provi- 
sion of law,” which is designed to avoid those other types of condi- 
tions for this limited type of sale. 

Mr. Garutnes. I wonder if you feel that this language is sufficient— 
do you feel that it would accomplish the results that you seek, this 
last sentence ? 

Mr. Parker. Well, assuming a fair administration of it, I think 
that it would accomplish that result. What we have been faced with 
from the very inception of section 104(a), is that once sales were 
being made to these now so-called hard currency areas—instead of 
earmarking or setting aside or programing market development in 
advance, they programed on a more or less year-to-year basis and 
the so-called hard currencies have been put to other uses, with the 
result that the only way now that foreign currencies are being made 
available for use in these potential commercial dollar market areas 
is through the second sentence here, or this convertibility provision 
in which the United States attempts to convert some of these soft 
currencies into harder currencies. 

Naturally, there is a demand for these harder currencies for these 
other uses, uses over which the State Department generally has basic 
control, with the result that market development work, instead of 
being given the emphasis or the priority that I think was clearly evi- 
denced by the law itself and by the repeated pronouncements of this 
committee, has been subordinated to practically all of these other uses. 

Mr. Garutnes. I recall about a year ago you appeared before us, 
together with a number of other witnesses, who were interested in 
markets. I believe Mr. Dunn was here. He gave a report on cotton, 
and someone gave a report on wheat, and you gave a report on 
poultry. 

Mr. Parker. Yes, sir. 

Mr. Gatiiincs. We wrote the language and placed it in the bill. 
It was enacted as you suggested. But now we find that the language 
does not accomplish and obtain the results that we thought. 
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Mr. Parker. That is correct. A fair reading of the amendment 
last year, I think, would indicate that the determinations of the extent 
of the market development, the time and the character, and where it 
was to be conducted, were to be basic determinations of the Secretary 
of Agriculture. But during this past year we have found those de- 
cisions have not been made basically in the Department, but elsewhere 
in the Government. 

The CuarrMan. Does not the act itself say that the Secretary shall 
determine that? 

Mr. Parker. We thought it did, but they are limiting the deter- 
mination of the Secretary merely to determination of period of time 
over which they might be carried out. We understand that in that 
instance the Secretary’s determination has been overriden in part. 

The Cuarrman. I thought that the act itself said that the Secre- 
tary may or shall determine. Is that not in the act itself? 

Mr. Dunn. It is in several places, but it has been argued that does 
not. govern some of these specific provisions. 

The Cuatrman. In other words, by this amendment the Secretary 
makes all of the determinations necessary for the use of this money, 
other than the Appropriations Committee ? 

Mr. Parker. We are trying to make it clear that the Secretary of 
Agriculture’s duty and responsibility and authority is to make the 
so-called discretionary determinations, so that there will be adequate 
currency available for our appropriations by the Appropriations 
Committee. 

The Cuamman. It would seem to me that it would be necessary 
and desirable that we carry on this market promotional work in these 
other countries. 

Mr. McIntire. And also, to clarify the point which I think we 
have said over and over again that these market developments are to 
be initial funds, not simply additional funds. And this is the prin- 
ciple that I think ought not to have been overlooked. But apparently 
it needs to be reaffirmed if it is to mean anything. And if it needs 
to be put into any clearer language than before, we ought to do it, 
if it can be done, \ecatiie these funds ought to come out of the initial 
funds rather than simply be satisfied after everybody else has had 
their take of these funds. If it is to be of any significance, they will 
have to come out of the initial funds, and be set aside on the basis 
of agreements in which it has a priority rather than simply to be 
on the tail end of it. 

The Cuarrman. I want to thank Mr. McIntire for that observa- 
tion, and as he has suggested to Mr. Heimburger, that idea should 
be made perfectly clear in the report. 

Mr. Smirnu of Kansas. I would like to address my remarks to Mr. 
Smith. You are operating in Lima, Peru ? 

Mr. Smirn. Yes: Lima, Peru. 

Mr. Smirn of Kansas. Are we using any counterpart funds down 
there ? 

Mr. Smiru. Well, from the market developments standpoint as far 
as our association is concerned, we are not. 

Mr. Smitit of Kansas. Do you know whether they are using Public 
Law 480 funds down in Peru to build low-priced housing? 

Mr. Smiru. I do not know, sir. 
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Mr. Smiru of Kansas. Have you ever heard of the Garvey project? 
You do not know whether they are using it for that purpose or not? 

Mr. Smirn. No, I do not. 

Mr. Smirn of Kansas. I want to have it shown on the record that 
when Mr. Albert and I were down in Bogota last year, the commercial 
attaché struck me as being one man who was strictly on top of what 
is going on down there. And I have the highest commendation for 
what he has been doing there, and otherwise in South America. 

Mr. Avserr. I must second that, Mr. Chairman. I would like to 

say this. I think that the report should indicate what has happened 
here, and should clearly express the intent of the committee under 
Congress to give the Secretary this authority; that it was the con- 
gressional intent that we give it a high priority. It seems to me that 
we should do that. I think that we had intended to do that. Do 
you not think so? 

Mr. Parker. I think very definitely that was the clear purpose of it. 

Mr. Arpert. We should put it in the language again. It should 
be in the report. It is about enough to do just what we want to do here. 

Mr. Parker. I think that was a clear purpose of the set-aside. I 
think that the report was mighty clear last year. The Senate com- 
mittee said in effect that this would give an absolute priority to 
market development, but the floor amendment making all of these 
funds from section 104(a) funds subject to appropri: ition brought 
on a full-blown request from the Bureau of the Budget to try to get 
the Appropriations Committee to write in language that would have 
nullified market development. Fortunately, as Mr. Dunn indicated, 
the Appropriations Committee of the House, and the Congress itself, 
rejected that language. That is now in conference. We do not know 
what the outcome of that will be. 

Mr. Breeprna. I would like the record to make this observation: 
That from what little I know about the Great Plains Wheat Market 
Development Association, Mr. Smith is not a constituent of mine, but 
many who work in the organization are constituents of mine, and I 
think that the headquarters are located in my district. I want to 
commend you for the good work you have done worldwide, and I hope 
that this committee will see fit to adopt the amendment offered. That 
is all. 

Mr. Frinx. I would like to make a brief statement on my work in 
Japan as an example of what results we are getting in a hard-currenc y 
country. When we started our market development in Japan, under 
Public Law 480 in 1956, just a little over 4 years ago, they were using 
about 5 million pounds of U.S. cured tobacco per year. We have spent 
an average of about $125,000 per year under Public Law 480 funds 
since that time in J: apan. 

Japan is now using over 11 million pounds of our tobacco per year 
and the trend is still upward. The Government is happy about. it, 
because we are receiving a high price, and, therefore, have a higher 
profit margin. The farmers in Japan are happy, because the con- 
sumption of cigarettes has increased, and that means that they have, 
also, shared in the increase. And our people, naturally, are happy 
because we have more than doubled the export of our tobacco to 
Japan. 
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Mr. Garuines. I want to say that when we are talking about market 
development the Cotton Council was the first organization in the field 
that moved into this area, ahead of the wheat and tobacco people. 
Mr. Dunn as representataive of the Cotton Council has done a fine 
job in market development for cotton. 

Mr. Pirnie. I would like to inquire as to a statement made this 
morning with regard to the use of these funds for various purposes 
under this act. It was my understanding that our Government had 
the uathority to use these funds for these ‘enumerated purposes, with- 
out asking the consent of the country in which they are accumulated. 
Am I in error in that ? 

The Cuarrman. You, apparently, are slightly in error, because Mr. 
Dunn expained a moment ago, I think, that in negotiating any agree- 
ment with any foreign country you have to specify the use to be made 
of the foreign currency ; is that right ! ? 

Mr. Dunn. In general; that is it in general terms. 

Mr. Pirnie. That is why I didn’t go into that with the previous 
witnesses who testified, but I thought that the project, as long as it 
was within the purpose of the act, could be undertaken without asking 
that consent. In other words, as long as you were spending money 
for economic development within that area, you could undertake a 
specific project without asking permission. Am I wrong in that? 

Mr. Hermpurcer. Mr. Pirnie, the agreement with the foreign coun- 
try specifies with some particularity what the money is to be used 
for. It will specify ordinarily what pr oportion of ‘the money can 
be loaned back to the country under the economic loan development 
program. 

Then as to our country’s use, it would usually say for purposes of 
subsection 104(a) (b) (c). and so forth—so much percent of the funds, 
or some of the provisions may be broader than that, and may say for 
any use authorized by section 104 of the act. Then there is an ad- 
dition which is usually reserved under the Cooley amendment. 

Mr. Prrnir. Once the percentage has been established the method 
of operating under that percentage is a decision of ours ? 

Mr. Hermpurcer. Yes. 

Mr. Pirniv. Then that question does not in any sense create a prob- 
lem here so far as the economic element within these areas is concerned. 

Mr. Dunn. No, sir. I think that in any case in any of the coun- 
tries in which we operate—and we operate in 14 countries—the local 
government, and the local industries like these programs and they 
want to continue them. The local industries have asked their govern- 
ments to please make provisions for continuing these activities. 

Mr. Prr Nie. Thank you. 

The CratmrmMan. It seems to me that the thing you are talking 
about as to agricultural trade development—that the act covers that. 
The opening statement of section 2 says this: 

It is hereby declared to be the policy of Congress to expand international trade 
among the United States and friendly nations, to facilitate the convertibility 
of currency, to promote the economic stability of American agriculture and the 
national welfare, to make a maximum efficient use of surplus agricultural com- 
modities in furtherance of the foreign policy of the United States— 
and so forth and so on. 

56858—-60———_10 
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This is in the opening statement of the act that we are talking about 
amending. 

Mr. Dunn. If I may add, the title of the act itself begins: 

To increase the consumption of United States agricultural commodities in 
foreign countries. 

The Cuatrman. That is right. Are there any further questions? 
If not, we thank you gentlemen very much for your appearance here 
today. 

Mr. Dunn. Thank you. 

Mr. Parker. Thank you. 

Mr. Frrnk. Thank you. 

Mr. Ssrrx. Thank you. 

The CHarMan. Our next witness is Mr. David Whatley. 

We will be glad to hear from you now. 


STATEMENT OF DAVID WHATLEY, BETHESDA, MD. 


Mr. Wuattey. Mr. Chairman and members of the committee, I 
come before you this morning particularly to call your attention to a 
defect in the act which limits its operations, it disrupts the normal 
administration of the act and discourages surplus disposal under 
title I. 

That is an obscure restriction which was included in the act. last 
year within the hurried last moments of the conference committee 
on the bill extending Public Law 480. This restriction was agreed 
o, I believe, because its true legal effect was not known to most of the 
conferees. 

You, Mr. Chairman, and Mr. Poage, were in Europe and perhaps 
were not aware, and are not even aware yet, of the implications of this 
restriction. 

This year Senator Hickenlooper of the Senate Committee on Agri- 
culture sought to have this restriction deleted in an amendment 
adopted by the Senate. 

The CuatrmMan. Where is the restriction / 

Mr. Wuattey. The restriction appears, Mr. Chairman, in the last 
proviso of section 104 on page 7. 

The CuarrMan. You mean the last part of the last proviso which 
reads: “no foreign currencies shall be allocated under any provision 
of this Act after June 30, 1960”! 

Mr. Wuattey. Yes, “for the purposes specified in subsections (k), 
(p),and (r) 

Unfortunately, subsection (k) was broadened so as to confuse the 
issue and to insert certain purposes that are essentially foreign coun- 
try uses that heretofore had been undertaken under other sections of 
the act, particularly under 104(e) and 104(g). 

The Cuarrman. The proviso you are talking about concludes by 
saying: 
except in such amounts as may be specified from time to time in appropriation 
acts. 

Mr. Wuattey. So, therefore, it looks inocuous, but its effect, Mr. 
Chairman, is this: That, as you know, under the foreign country uses 
and the Cooley amendment, loans are not subject to the appropria 
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tions process. ‘Those are set out separately in the sales agreements as 
to a certain percentage which would be allocated for grants under (c) 
for military assistance and defense, for grants under (e), for eco- 
nomic development, for loans under the Cooley amendment under (e), 
and for loans under (g). Those have never been subject to the appro- 
priations process. That policy is in full accord with the policies of the 
Bureau of the Budget which has never proposed this policy be 
changed. The Bureau of the Budget has, however, subjected all of 
these strictly U.S. uses to the appropriations process, and in the appro- 
priations bills that are being enacted this year, for fiscal 1961, whether 
or not Public Law 480 act itself requires the appropriations process 
for a particular U.S. use, the Bureau of the Budget has proposed that 
each U.S. use be financed with appropriated dollars to purchase the 
currencies, Which is a considerable amendment to the act itself, of 
course. 

But I think the Congress will not quarrel with this. 

But if the Bureau of the Budget should, unfortunately and im- 
prudently, require that the foreign country portions of the currency 
be subjected to appropriations in advance, that would, of course, 
practically stop the program for the simple reason that the foreign 
countries would not make a sales agreement to get back a certain 
portion of the currencies in loans subject to the contingency of later 
appropriations. 

The Cuarrman. May I interrupt? I cannot understand what you 
are talking about. 

Mr. Wuattey. I was trying to get to it. 

The Cuatrman. The proviso that you referred to says— 
that no foreign currencies shall be available for the purpose of subsection (p) 
except in such amounts as may be specified from time to time in appropriation 


acts. 

Mr. Wirattey. Yes, sir. But the second part of this proviso applies 
to any of the broad purposes that are now specified in 104(k). ‘There- 
fore, Mr. Chairman, since the words “educational development” were 
inserted last year in the amendment to 104(k), this amendment would 
preclude the possibility of a Cooley loan under 104(e) for publishing 
textbooks or periodicals or anything that might promote education. 

The CHarrman. Are you not confusing subsection (e) with sub- 
sections (k) and (p) and (r)? I do not see any connection between 
them at all. 

Mr. Wuatiry. The key phrase in that proviso is “no foreign cur- 
rencies shall be allocated under any provision of this act” for purposes 
specified in subsections (k) and (r)—and that would include educa- 
tional development, health, nutrition, sanitation, for instance. 

If, for instance, we were developing a considerable water pro- 
gram under the mutual security program, primarily under loans from 
the Development Loan Fund, under this program an American ex- 
porter would be seeking loans to ship pipes and valves to the foreign 
country to participate as a business proposition in this new water 
program, but he could not also obtain a Cooley loan under the terms 
of 104(e) because health and sanitation are now included in the 
purposes that are specified in 104(k). 
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Likewise, a U.S. publisher could not get a loan from Cooley funds 
from the Export-Import Bank because if he were publishing any- 
thing that would promote cultural or educational development, as 
now specified in (k), the loan could not be made without an appro- 
priation in advance. Therefore, it would not be possible to get this 
from the Export-Import Bank, because it does not seek appropria- 
tions for this. 

The CuHarrMan. Are you giving us some imaginative application 
or are you speaking of something that you know of—do you know 
of any case where a publisher has tried to borrow money under 
section (e) and has been denied the use of funds? 

Mr. Wuattey. I know of several U.S. firms who are now infor- 
mally negotiating with the Export-Import Bank to get Cooley loans 
to participate in a water program, which loans will not be made after 
June 30, unless this restriction is deleted. 

The CHartrMan. It seems to me that if they had been denied the 
right to obtain a loan under section (e), they would have come to 
this committee and have complained about it, or asked for an oppor- 
tunity to be heard. 

Mr. Wuattry. The negotiations have not proceeded that far in the 
case of the water applications. 

The CHatrMan. You say it is something that might happen ? 

Mr. Wuattey. Certainly. 

The Cuarrman. I do not see any connection between (e) and (k) 
and (p) and (r). 

Mr. Wnuarttey. There really should not be, but, unfortunately, 
the addition of these words to (k) last year inserted purposes that 
had keen financed under 104 (e) and (g), as foreign country uses. 
And unless you see fit to change it, we could continue to make agree- 
ments after June 30 with foreign countries and grant them a certain 
portion of the currencies for economic development under (e) and 
loan them a certain portion under 104(g), but the agreements will 
have to say that those grants or loans would be for any purpose of 
economic development except health, education, sanitation, and so 
forth. 

The Cuatrman. All right. 

Mr. Wuattry. It would, therefore, discourage the use of the par- 
ticular purposes under the economic development provisions of title I 
in which this committee took such an interest 2 years ago, in 1958, 
when you said in the conference report that financing for these par- 
ticular purposes, health, education, and so forth, non-self-liquidating 
projects, not suitable for loans, should be facilitated by making grants 
in certain cases. And the Bureau of the Budget has permitted grants 
in those countries where we have excessive amounts of foreign curren- 
cies pursuant to that directive in the conference report. 

The CuatrmMan. Mr. Heimburger would like to see if he under- 
stands it. I cannot follow you. 

Mr. Hermpvurcer. As I understand it, the difficulties are twofold: 
That subsection (k) has been broadened so as to include practically 
every use to which money might be put under the act ? 

Mr. Wuattey. Right. 
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Mr. Hetmpurcer. And then we have added this amendment which 

says that no foreign currencies shall be allocated under any provision 
of this act after June 30, 1960, for the purposes specified in subsec- 
tion (k) ? 

Mr. Wuattey. Right. 

Mr. Hermeurcer. Without appropriations by the Appropriations 
Committee ¢ 

Mr. Wuattey. Yes. 

Mr. HermpBourcer. So that if this were amended to say no foreign cur- 
rencies shall be allocated for use under subsection (k), it would, prob- 
ably, accomplish what we have in mind ¢ 

Mr. Wuattey. If you could strike out (k) and (r) and substitute 
some other subsections, that would accomplish the same purpose. 

Mr. Hermepurcer. Yes, but if it was specified that they shall not 
be allocated for use under subsection (k), that would get at the prob- 
lem that you raise; would it not ? 

Mr. Wuat.iey. Exactly—striking out those few words in the 

)roviso. 

The CHarrMan. Strike out what, now ? 

Mr. Wuatiey. Mr. Heimburger is always ahead of me in these 
legalities. He proposes merely to delete the words “under any pro- 
vision of this act,” which I believe would accomplish the same result. 
Senator Hickenlooper sought to accomplish the same result by insert- 
ing in an amendment, accepted by the Senate, but not adopted in 
conference, under the Mutual Security Act, the phrase “except under 
(e) and (g).” This would permit continuation after June 30 of the 
foreign countries being permitted 

The Cuamman. You means to broaden the provisions of section (k) 
and put in another provision in section (e) ? 

Mr. Wuattey. That was the difficulty. Section 104(k) should not 
really have been broadened last year, since the purposes added were 
essentially “country use” purposes. 

The CHairmMan. It should not have been broadened ? 

Mr. Wuattey. Because the broadening of 104(k) was not really 
needed. It was already authorized in existing law. 

The CnatrMan. I thought that you were the one that sponsored 
the broadening of that ? 

Mr. Wuart.ey. No, sir. Senator Humphrey proposed this. I 
sought, at great length, to persuade him not to offer the amendment. 

The CHarrman. You think that we should take out the words in 
section (k) ¢ 

Mr. Wuattey. You could do that, but I believe that Mr, Heim- 
burger’s proposed deletion of those words would be simpler. 

The Cuarman. What words? 

Mr. Hrimpurcer. The phrase “under any provision of this act.” 

Mr. Wuartey. You see, Mr. Heimburger did not recognize, I am 
sure, at the time that the conferees adopted it, the effect of this 
restriction. 

The Cuarrman. It says 





Provided, That foreign currencies shall be available for the purpose of this sub- 
section (in addition to funds otherwise made available for such purposes) only 
in such amounts as may be specified from time to time in appropriation acts. 
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That is perfectly plain to me what it means. Does that mean that 
you do not believe that the funds will be limited to those funds that 
are authorized ¢ 

Mr. Wuattiey. The latest semiannual report on Public Law 480 
states it very simply: “After June 30, 1960, loan or grant funds to 
the foreign countries’—and the loans would include the Cooley 
amendment loans, by the way, which are not subject to the appropria- 
tions process—“may not be allocated for health and education pro- 
grams, or to finance the preparation and distribution of audiovisual 
materials, unless provision 1s made in appropriation acts for these 
purposes.’ 

The Cuatrrman. What you read is compatible with my interpreta- 
tion of it, that no such funds shall be made available except as they 
may be appropriated, for the purposes of this provision. 

Mr. Wuattey. And since ICA does not seek an appropriation for 
any of its funds, therefore, no funds that are allocated for foreign 
currency use, and the loans under (g), grants under (e) for economic 
development, or Cooley loans under (e) for private enterprise, can 
be used for health and education, but they can be used for anything 
else, building roads, silos, or anything you could think of, except the 
purposes that this committee sought to emphasize in 1958. 

Mr. Garuines. The Committee on Foreign and Interstate Com- 
merce has just reported out a bill, an international health program 
which would obtain funds generated by title I of Public Law 480, I 
just wondered if you take ths at into account, and your suggestion here, 
if we do, to strike the language in (k), then what would be the effect 
of this bill that is now anticipated will pass ? 

The Cuarrman. If you struck out “health and education” would 
that help? 

Mr. Wuat ey. This would still leave the restriction on programs 
of health research. 

The CuairmMan. It seems to me that would eliminate the problem. 

Mr. Wuatiey. Senator Humphrey sought to emphasize those uses 
by inserting this new language in 104(k). His purpose, of course. 
was not to discourage the use of Public Law 480 currencies for health 
and education projects, but to facilitate their financing, 

The CuHarrMan. You are saving now that the interpretation of this, 
and the failure of the ICA to ask for funds, means if any American 
businessman wants to negotiate a loan under section (e), he would not 
be permitted to do so? 

Mr. Wuat ey. Because the Export-Import Bank does not ask for 
appropriations in advance of these funds. 

The Cuatrman. It does not have to ask for them in advance. 

Mr. Wuattey. That is merely because the law does not require it: 
neither does the Bureau of the Budget. 

The Cuamman. But the country with which we are contracting has 
the right to accept the provisions of (e) or to reject the provisions 
of (e) 

Mr. Wuattry. Yes. Each sales agreement made in the last year 
has set forth only five major categories of uses, Mr. Chairman. First, 
in those countries where we have military programs, there could be a 
grant under (c), Korea, for instance. 
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Secondly, in these countries where there are excessive amounts of 
currencies accumulated, in the view of the Bureau of the Budget, 
grants for economic development are permitted under (e). 

Thirdly, in virtually all countries, a certain portion is allocated for 
Cooley loans under (e). 

F ourthly, i in virtus ally all countries, a certain portion is allocated for 
loans under (g). 

And fifthly, the balance is allocated for U.S. uses under 104(f) and 
all of the other U.S. uses in the act. So can once this agreement has 
been signed, Mr. Chairman, the currencies that have been allocated 
for Cooley loans and the currencies that have been allocated for coun- 
try uses under grants and loans (c), (e), and ( g) can be used for 
almost anything whatsoever except health and ae ation purposes, or 
audiovisual aid ‘under (k) 

They could not be used if the country wished to undertake a health 
research program to cooperate with the new program that Mr. Gath- 
ings mentioned which, I believe, will be enacted this year—they could 
not use part of these funds for health research on cancer, or any 
other subject. 

The Cuairman. All right, thank you. 

Mr. Wuarttey. I am very grateful for the time you have given me. 

(The statement of D. T."Larson, N.D., Berlin, Gonn., has been sub- 
mitted and is as follows:) 





STATEMENT OF D. T. Larson, N.D.. or Bertin. Conn. 


“Foop FOR PEACE” 


A world challenge and a great opportunity to take one step away from the 
brink of war to the path of earned peace and world development at little or no 
extra cost to the United States—but gain. 

A Tite program : 

“Food for Peace” (makes possible stage 2). 
2. toe, il and local planning (prepares for third stage) 
3. Personal development. 

This program can help do as much for world peace and prosperity as land 
grants did in the wonderful beginning of State agricultural colleges that in turn 
gave us agricultural abundance . 


TIME OF DECISION 


Anyone that has, or will observe the past events, or has charted the ups and 
downs of history, will see a quiet lull or a seeming preparation for some coming 
event or action. This quiet before the action takes place is the time of discern- 
ment and time of decision, the time to avoid aggression and acts of treason, the 
beginning of outright war, or the time when we can lose by default, as the old 
saying “Coming events cast their shadow before.” 


ALSO TIME FOR OPPORTUNITY 


This is also the time of opportunity—the time like now when if enough energy 
is generated for the good, the negative forces of neglect, etc., are lost in exciting 
expanding programs and progress. In the lull or quiet time there is a building 
up of pressure for correction, for advancement, or simply a demand for a change. 
Some call the change progress; they consider any change to be progress. We 
see again and again, by trial and error, this change or movement—sometimes 
this change is forward, sometimes backward, never standstill. So from past 
history we see events that keep changing and not always for the better. Se now 
before too late, we all have an opportunity to work for the better. 
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STOP, LOOK, AND LISTEN 


In the quiet or lull there is an opportunity to stop, look, and listen, get the 
facts, and plan a program to use these forces of expansion, etc., to best advan- 
tage so as not to fall into our or others’ game of confusion, but concentrate our 
assets and energies for best functional action. 


SIMILAR TO HEALTH OR DISEASE OF BODY 


There seems to be a similar pattern of development of disease by neglect, of 
health by proper care, in a person, whenever there is relaxation of respect, dis- 
regard or ignorance of natural laws, cleanliness, exercise, and honest care of 
body. This same rejection of progress and facts are the cause of much of our 
trouble whether individual, family, or national. A will to respect our obligation 
to earn and keep health and happiness, as well as to demand privilege to use and 
or abuse. An ounce of prevention is worth a pound of cure. 


EXPANDING FORCE 


We see this expanding of force now all over the world—new countries be- 
coming as nations (whole regions) to organize for action and should be en- 
couraged to “Plan their work, and let us help them work their plans.” We, as 
neighbors and well-wishers, should respond to this awakening desire for expan- 
sion and growth, help them as others have helped us in not long ago past, and 
encourage these large numbers of people in their effort and in their awakening 
for the better, with the ever-growing revolving fund in the complete circle of this 
system of world market—regional and national banks, 


NOW IN THE EXPANDING DESIRE FOR PEACE 


So you have also in this year 1960 in this quiet atmosphere of desire for 
peace and progress a chance to stop, look, and listen. You see great numbers 
of people are ready and willing, and we are able to give quiet leadership and 
material help. 

THE WORLD IS READY—ARE WE? 


The world and the people are ready for real programs of development, and 
there is already a large quantity of surplus food and funds that can be used 
to better advantage for low-income nations and to expand trade (and or sup- 
plement aid) also to help ourselves when this better machinery is provided for 
more opportunity, use, and distribution. Much of this unrest or awakening is a 
result of incomplete programs of the past, so now the new programs should be 
an overall program as large as the job that is needed to get proper results. 
There must be use of all foresight and leadership that our country and others 
are qualified to render to each other. 


WORLD CHALLENGE 


Stage 1: There is now offered the new international “Food for Peace and 
Development Act of 1960” for a worldwide economic and moral rearmament 
program. Revolving fund (60 billion) world market, regional banks to help 
each country grassroots local banks, as land grants for colleges helped our 
States agricultural program, 

Stage 2: The 20 points and suggestions for consideration of our own national 
improvement, together with long-term “regional planning’ proposal for citi- 
zens—local, State, regional, and national. Efficient programs to lower taxes 
and other much-needed corrections, to strengthen our country, and for continu- 
ing improvement of our living conditions. A citizens’ get-things-done green acres 
program. 

Stage 3: Then this outline for more efficient self-help system for developing 
educated daily individual care and food for the advancement of ourselves as 
individuals. A family mother’s home welfare program—‘The Great Awaken- 
ing.” (Remember one-half the world’s people are vegetarians.) An ounce of 
prevention is worth a pound of cure. 

This program must be a real world challenge, such as “Food for Peace and 
Development Act of 1960” that will also make possible stages 2 and 3 (men- 
tioned above). This challenge must be as long as to reach around the world; 
as wide as to reach to the farthest little village family ; as deep as to reach the 
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mind’s eye of the little ones; as high as to reach the spirit that has given guid- 
ance to our country these 300 years; as sure in growth as the laws of compound 
interest; as quiet as the outward expanding ripple on a pond; as simple, gentle, 
true, and perfect as the resurrection of a caterpillar into a butterfly ; with faith 
and hope for tomorrow—limited only by their and our ability to apply the laws 
of “elimination of evil by substitution of good.” 


“FOOD FOR PEACE” 


This “food for peace” bill calls for a coordinated simple arrangement under 
a single administrator (or the already appointed coordinator to Cabinet level). 
This administrator of “world marketplace” to control and be responsible to 
encourage justifiable program for expansion of and use of surplus and funds as 
assigned to him by the President. The policy is provided by the combined con- 
gressional, citizens committee, or policy committee as board of governors of 
world market (other countries as partners in regional banks, that will assist 
and encourage program of local national banks in their grassroots project). 


“FOOD FOR PEACE” ADMINISTRATOR 


The Administrator by direction of policy committee sets up continental sales 
office or regional bank to encourage national bank planning for grassroots lead- 
ership and expansion. 

REGIONAL BANKS 


The organization of the regional banks similar to (and the first one can be) 
the Inter-American Bank of South and North America should be followed by 
five additional banks, one each in Africa, Mideast, Far East, Asia, and one or 
more, as the policy committee will arrange. The regional bank will assist but 
not control the individual national banks. The national banks will work with 
and coordinate their plans with the regional bank and (1) agree and endeavor 
to maintain law and order in their own country, and (2) not only to refrain 
from unfriendly acts, but assist to the best of their ability any friendly nation 
when requested or invited. 

WORLD MARKETPLACE 


There are already existing about 15 authorities (banks) and funds, with an 
amount of some $50 billion, loan, soft currency, cash, ete., and approximately 
$10 billion in surplus food and fiber that can be reassigned to the “world market- 
place” as a revolving fund and ready for assignment to regional bank, and when 
the national banks plan a project for their country, they in turn will provide 
or develop assets of similar amounts and plan for repayment to regional banks, 
which acts as the regional accounting office for credits going out from, or back 
to world market. The marketplace in turn controls the credits and exchange 
between regional banks. 

NATIONAL BANKS 


So in turn the assets, sales and exchange of regional banks will be strengthened 
by marketplace and the national banks provide sales, exchange, barter on local 
level, and distribution of food and supply and sales and outlets of local surplus 
goods to other national and regional banks in a never-ending expanding circle 
of barter, sales, loans, and trade, when private enterprise cannot provide prompt, 
adequate, needed service. 

A greater atmposhere of contentment, peace and prosperity will encourage more 
and more private investment, trust, trade, and development. This will further 
encourage disarmament, with further results in greater saving in defense cost 
and taxes to our own and our neighbors in amount that doubles and doubles 
again into an expanding world trade of from $2 trillion to $4 or $5 trillion. This 
in turn should level out high and low, boom or bust, stop and start, wars and 
depressions, discourage misuse of laborer’s earnings, assets, provide better dis- 
tribution of goods, help prevent hunger, prostitution, starvation, child slavery, 
sickness, and all such negative results. 


GREATEST PRIVILEGE 
This is the greatest privilege, the greatest opportunity, our generation and 


this country, or any country, can have to offer to the world’s people, after a long 
history of 4,000 years of bloodshed, suffering, hunger, treason, slavery, hopes, 
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and prayer. Seems to me there is only one positive way to act or lose our world 
respect and in a small way to measure up to the valor and hopes of these genera- 
tions gone by and generation of loved ones to come. We can now challenge the 
nations to do their part for themselves for peace and development with the $60 
billion of food, fiber, and cash for investment in the revolving fund for a world- 
wide 4-H self-help, earned peace, development, and disarmament program. 

This is the challenge, the goal, the aim, and possible results with “Food for 
Peace and Development Act 1960” by the enacting, the challenge for the nations 
of the world to follow through, or offer something better, or there will be no one 
to blame but themselves if they fail to cooperate. There will be no reason to 
start trouble or war for selfish gain, because there will be enough for all that 
wish to apply themselves as nations or individuals. Any disrespect for rights 
or obligation would automaticaly restrict help from others. 


rHE SHIELD—$600 BILLION 


In 12 years we have been spending about $600 billion for insurance and pro 
tection as a shield. The revolving fund is only one-tenth of this amount. 


CAN LAST FOR GENERATION AND GROW “THE AWAKENING” 


This fund can last forever, grow, and result in honor, happiness, progress 
through great awakening of nations and multitudes yet unborn; whereas bows, 
arrows, and missiles soon rot and rust away, only to demand great sacrifices 
again and again in an endless chain of bloodshed, shame, and tears. 


THE CHOICE 


The choice is now with us all—leaders and individuals. So now the question 
is, What can each individual offer and do? Now? for positive results? in the 
Food for Peace and Development Act of 1960 which in turn makes possible 
(1) the everlasting, growing revolving fund and world market, (2) regional 
planning (resulting in efficient and economical home and green acres), and (3) 
outline for efficient individual development to encourage “the great awakening” 
of body, mind and spirit growth of the least of His little ones. 

You the alchemists will have turned wheat into golden happiness and peace 
with the 2,000 shiploads of food—the great white fleet of food of 1960—this great 
armada, this first real effort to build and earn peace with food and green acres, 
in cooperation with every nation as partners and to encourage this great awaken- 
ing with better opportunity for every person wherever they are. May there be 
guidance for our leaders in encouraging, enacting and leading this greatest of 
opportunity away from the brink of war and hunger to the green acres by posi- 
tive action with faith and hope for the tomorrows. 

In pleading and prayer to this, the highest court of United States, and to 
the leaders and teachers of the great assemblies on earth and in heaven, to co- 
operate. We should be pleaded for and thinking mostly of the little naked 
hungry ones in the far corners of the earth, in darkest Africa or the highest 
mountains, deserts, cold or hot countries, and all troubled peoples wherever 
they are. Also, we, all of us—individual and official leaders, those less or more 
privileged than we, should all band together to help in His name. This is a first 
real step away from awful negative, accidental, or sudden possibilities of war. 
This one step can be equal to a thousand-mile long step away from that last 
foot, where a falste step, slide, slip, or push over the brink into war and result- 
ing in death and suffering to millions of innocent people. The one vote no, or 
the one step over the brink to that valley of the shadow of death can be equal 
in results to a hundred-miles-long line of footless, armless, headless, blind, deaf 
men, women, children, and generations of unborn, especially now because of the 
bomb or missile. 

So now in this quiet time, stop, look, and listen to the still small voice, vote 
yes and help us take the one step away from the brink, reflect and also take 
time to think of the wonderful good of the great white fleet of 2,500 shiploads 
of 10.000 tons of food each (not guns) already on its way to India and other 
countries by act of Congress of 1959 in the name of the American people. Think 
of this in light of when Jesus fed the multitudes with small loaves and fishes. 
And He said, “Go you and do likewise” and He also said, “You may do greater 
things than I.” Can that mean greater quantity, like these shiploads of food, 
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and larger numbers? Can these 2,500 shiploads of food be given and accepted 
in the kindly light of that act of 2,000 years ago? 

Testimony by about 50 witnesses, representing some 150 million of our people, 
requests long-term action. I believe that this is made much more possible under 
the revolving fund in the Food for Peace and Development Act of 1960 with 
the revolving fund, continued, never-ending, expanding, economic, and earned 
peace program. 

In the light of the President already appointing a food for peace coordinator, 
ean anyone refuse to help and let the President sign and put into action the will 
of millions of people—a positive step now before too late. 

Also pass resolution that each of the 2,000-ship armada of the great white 
fleet of food going to India, carry on its masthead the name of one Senator, 
one Representative, and one friendly country, so that in the aggregate each and 
every person could be represented in this kindly gesture to the people of India 
in honor of the peaceful teaching of Gandhi and their now leader from all the 
world. 

[Rough draft] 


[S6th Cong., 2d sess. ] 


A BILL To promote world peace, to raise standards of living and combat human hunger 
among the peoples of all nations, and to facilitate international commerce and the 
disposal of surplus commodities through a system of regional banks operating under a 
central coordinating market. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


TITLE I-—SHORT TITLE, STATEMENT OF PURPOSE, AND DEFINITIONS 
SHORT TITLE 


SrorTron 101. This Act may be cited as the “International Food for Peace and 
Development Act of 1960". 
STATEMENT OF PURPOSE 


Sec. 102. (a) It is the intention of the Congress and the purpose of this Act 
to promote world peace, raise standards of living, and combat human hunger 
throughout the world by providing an international market and a system of 
international trade and commerce for the sale or exchange of surplus agricul- 
tural commodities and other goods and commodities, so that the peoples of the 
world who are in need of such goods and commodities can more readily obtain 
them from those possessing adequate or surplus supplies while developing their 
own economic potential and thereby providing the basis for lasting improvement 
of the conditions under which they live. 

(b) In the administration of the program established by this Act the Presi- 
dent shall utilize such personnel, facilities, and procedures in addition to those 
provided for by this Act, and shall take such steps to marshal, coordinate, and 
nake available for the purpose of this Act the reserves and surpluses of the 
United States and any other goods and materials under the jurisdiction of the 
(nited States which are not required for current domestic use, as he may deem 
best calculated (notwithstanding any limitations or restrictions otherwise im- 
posed by law) do insure the complete and efficient functioning of the program 
and the most expeditious achievement of such purpose. 


DEFINITIONS 


Sec. 103. As used in this Act 
(1) the term “Central Market” means the Central Coordinating Market 

established pursuant to section 201; 
2) the term “Administrator” means the Administrator of the Central 
Coordinating Market: 

(5) the term “regional bank” means one of the five regional banks for 
economic development established in accordance with section 301; and 

(4) the term “participating nation” means a nation which is a party to 
an agreement (entered into as provided in section 301) establishing a re- 
gional bank. 
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TITLE II 





ESTABLISHMENT OF CENTRAL COORDINATING MARKET 
ESTABLISHMENT OF CENTRAL COORDINATING MARKET 


Sec. 201.(a) There is hereby established, as an independent agency in the 
executive branch of the government and the principal instrumentality to be used 
by the President in carrying out the purpose of this Act, a Central Coordinat- 
ing Market, which shall have such powers and duties in addition to those set 
forth in this Act and be organized in such manner not inconsistent with this 
Act as the President may prescribe. 

(b) At the head of the Central Market there shall be an Administrator, who 
Shall be appointed by the President by and with the advice and consent of the 
Senate and shall receive such compensation and perform such duties as the 
President may direct. 

(c) There shall be in the Central Market five Assistant Administrators, who 
shall be appointed by the President by and with the advice and consent of the 
Senate and shall receive such compensation as the President may direct. The 
Assistant Administrators shall perform the duties imposed upon them by this 
Act and such additional duties as the Administrator under the general direc- 
tion of the President may prescribe. 

(d) Each regional bank created pursuant to section 301 shall participate in 
the management of the Central Market in such manner (as determined by the 
President) as will afford it a voice in such management proportionate to its 
total assets under the program; except that in no case may any regional bank 
have representation in such management in excess of 25 per centum of the total 
representation of all five regional banks. 

(e) Under the general direction of the President, the Administrator shall 
take such steps as may be necessary immediately upon his appointment to se- 
cure the services of such officers and employees, and obtain (or obtain the use 
of) such office space, supplies, equipment, materials, and other facilities and 
services, as may be necessary for the efficient organization of the Central Mar- 
ket and for the performance of its functions under this Act. 

(f) The Administrator shall submit to the President and the Congress, an- 
nually and at such more frequent intervals as may be appropriate, a full report 
of the activities and operations conducted under the program established by this 
Act together with his recommendations for further legislative or other action 
to improve the effectiveness of such program or to carry out more effectively the 
purpose of this Act. 

FUNCTIONS OF THE CENTRAL MARKET 


Sec. 202.(a) After the formation of the five regional banks provided for in 
title III (in which the Central Market shall render all possible aid), it shall be 
the basic objective of the Central Market to assist in achieving the purpose of 
this Act by coordinating the activities of such regional banks and assisting 
them in the performance of their functions. 

(b) In earrying out its basic objective as described in subsection (a), the 
Central Market shall 

(1) assist the regional banks in sales and exchanges of goods and com- 
modities between countries in different regions and subject to the juris- 
diction of different banks (including, when appropriate, the direct purchase 
of unmanufactured goods and commodities for resale to a country in a 
different region) ; 

(2) provide full information to the five regional banks and to other 
interested persons with respect to the location, availability, and cost of 
goods and commodities which may be available for such sale or exchange 
and with respect to areas where specific types of goods and commodities 
are needed and those where there is a surplus; 

(3) assist in the shipment of goods and commodities from one region 
to another, and in the preparation of goods and commodities for shipment ; 

(4) provide facilities for the storing and warehousing of processed or 
concentrated foods, and for the holding of such foods on consignment or in 
transit for future delivery, in transactions involving different regions; 

(5) make loans to any of the regional banks, secured by goods and com- 
modities held under the program established by this Act, in amounts not 
exceeding 60 per centum of the wholesale value of the goods and commod- 
ities so held, provided that clear title thereto has been assigned to such 
bank ; 
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(6) promote and assist in the exchange of local currency among the 
regional banks and the individual nations of the world to the maximum 
extent practicable; 

(7) promote worldwide currency stabilization by establishing an inter- 
governmental currency to be secured by the combined assets of the Central 
Market, the regional banks, and the national banks described in section 303 ; 

(8) establish a program of insurance on and guaranties of goods and 
commodities to be sold or exchanged in transactions involving different 
regions ; 

(9) establish and maintain such accounting and related procedures as 
may be necessary or appropriate for the coordination and supervision of the 
regional banks; 

(10) assist in the preparation of plans for regional and national economic 
development, in cooperation with the regional banks and the national banks 
described in section 303; and 

(11) take such other action as may be necessary or appropriate to coor- 
dinate the activities of the five regional banks and to insure that the pur- 
pose of this Act will be achieved as rapidly and effectively as possible. 

(c) The goods and materials made available by the President for the purpose 
of this Act as provided in section 102(b), which shall not exceed $90,000,000,000 
in the aggregate during the five-year period beginning on the date of the enact- 
ment of this Act, shall be divided by the Administrator into five regional pools, 
one for each of the five regions subject to the jurisdiction of a regional bank as 
provided in section 301. Each such pool shall consist of (1) goods and com- 
modities aggregating $2,000,000,000 in value, (2) currencies in the amount of 
$1,000,000,000, and (3) such additional amounts as may be available in propor- 
tion to the population and economic need (as determined by the Administrator 
in consultation with the Policy Board created pursuant to section 203) of its 
respective areas. The pool for each region shall be used through the regional 
bank for that region in carrying out the purpose of this Act (except that until 
the formation of such regional bank the pool for the region involved shall be 
used directly by the Central Market in carrying out such purpose in such region). 


POLICY BOARD 


Sec. 208. (a) In order to assist the President and the Central Market in carry- 
ing out the purpose of this Act, there is hereby created the “Food for Peace and 
Development Policy Board,” which shall consist of— 

(1) five Members of the Senate, to be appointed by the President of the 
Senate; three from the majority and two from the minority party; five 
alternates appointed on same basis; 

(2) five Members of the House of Representatives, to be appointed by the 
Speaker; three from the majority and two from the minority party; five 
alternates appointed on the same basis; 

(3) five heads of executive departments, to be appointed on same basis 
by the President ; and 

(4) five members who are citizens of the United States from private life, 
to be selected by the President in such manner as to insure adequate repre- 
sentation for all geographical areas of the country; and 

(5) the President may invite one or more responsible heads of friendly 
governments or his appointee as observers. 

(b) The Policy Board shall elect a Chairman from among its number, when 
the Vice President is not in the Chair or his appointed Chairman. 

(c) It shall be the function of the Policy Board to advise and set policy 
together with the President, the President will instruct the Administrator and 
other officials of the Central Market, and the officers and directors of the regional 
banks in the performance of their respective duties and with respect to the 
policies, activities, and methods best calculated to carry out effectively the pur- 
pose of this Act. In the exercise of such function the Policy Board shall pre- 
pare detailed plans to coordinate, within the program established by this Act, 
the efforts and assets of all departments and agencies of the United States. 


COORDINATION WITH EXISTING PROGRAMS 


Sec. 204. The President, in consultation with the Policy Board, shall take 
all appropriate steps to coordinate the program established by this Act with 
the activities and operations conducted under the Agricultural Trade Devel- 
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opment and Assistance Act of 1954, as amended, and with any activities of 
the United States under other Acts of Congress providing for or involving 
assistance in the economic development of foreign nations; and to the maximum 
extent practicable all of such Acts shall be administered through the Central 
Market as a single authority as rapidly as possible. 


TITLE IlII—REGIONAL BANKS FOR ECONOMIC DEVELOPMENT 
ESTABLISH MENT OF REGIONAL BANKS 


Sec. 301. (a) In order to further carry out the purpose of this Act, the 
President is authorized to negotiate and carry out agreements with nations or 
organizations of nations to provide for the establishment of five regional banks 
for economic development whose operations will respectively cover North and 
South America, Europe, Africa, the Near East, and the Far East; except that 
the President, pursuant to negotiations with the nations involved and in 
accordance with such agreements, may take steps to provide such other division 
of geographical jurisdiction for such banks as he may deem appropriate. 

(b) Each of the five regional banks created pursuant to subsection (a) shall 
have such powers and functions and operate through such procedures consistent 
with this Act as may be prescribed by the applicable agreement. Each such 
bank shall be separate and distinct from the other banks and shall be con- 
trolled exclusively (except as provided under title II) by the participating 
nations of the region involved plus the United States, in proportion to the 
respective investments of such nations in such bank. 

(c) Each of the Assistant Administrators of the Central Market shall be 
directly and exclusively concerned with the affairs of one of the regional 
banks; and the United States shall be represented by him, or another officer of 
the Central Market designated by him, at each meeting and other business 
function of the regional bank. 

(d) Each regional bank shall be furnished necessary office space and facilities 
by the participating nations in the region involved. 


FUNCTIONS OF REGIONAL BANKS 


Sec. 302. (a) It shall be the function of each regional bank to assist in pro- 
moting world peace, improving standards of living, combating human hunger, 
and facilitating trade and commerce in the region involved (1) by assisting in 
the sale or exchange among the countries of that region and between such 
countries and those of other regions, through the Central Market as provided 
in title II or in such other manner as may be appropriate, of surplus agricul 
tural commodities and other goods and products, and (2) by coordinating the 
activities within its region of the national banks for peace and development 
established as provided in section 305(a). 

(b) In earrying out the function described in subsection (a), each regional 
bank shall 

(1) assist each country in its region in the sale and exchange of goods 
and commodities by providing full information concerning the needs and 
available resources of the other countries of the region; 

2) assist such countries in the sale and exchange of goods and commodi 
ties which are in surplus supply in such countries ; 

(3) assist the countries of its region (with the assistance of the Central 
Market as provided in title II or in any other manner which may be appro 
priate) in the sale and exchange of goods and commodities in transactions 
involving countries outside such region ; 

(4) prepare and disseminate a code of standards for goods and commodi 
ties to be sold or exchanged under the program established by this Act; 

(5) establish and maintain, in conjunction with the program of the Centra! 
Market established under section 202(b) (8), a program of insurance on and 
guaranties of goods and commodities to be sold, exchanged, transported, or 
stored within its region under the program established by this Act: 

(6) assist the countries of its region in making loans and exchanges of 
currency involving other countries in its region or (in the manner provided 
in part II of this Act or in such other manner as muy be appropriate 
countries of other regions: 

(7) assist the countries of its region in the preparation of plans fort 
economic development ; 
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(8) cooperate with the currency stabilization program (referred to in 
section 202(b) (7) ) of the Central Market ; and 

(9) take such other action as may be appropriate to achieve the purpose 
and objectives of this Act within its region. 


COOPERATION BY PARTICIPATING NATIONS 


Sec. 505. (a) Each nation entering into an agreement for the establishment 
of a regional bank as provided in section 301, as a condition of its participation 
in the program under this Act, shall establish a central national bank for peace 
and development which shall be the principal instrumentality for carrying out 
such program within such nation and administering it at the local level. Such 
central national bank shall be maintained and operated in accordance with the 
agreement and subject to general supervision and coordination by the regional 
bank for the region involved; but such bank shall be owned and controlled en- 
tirely (and all costs of its maintenance and operation shall be borne entirely by 
the participating nation itself. The regional bank for the region involved shall 
on request provide any such central national bank in its region with advisers 
and consultants on agriculture, health, finance, education, or engineering, or in 
any other field where expert guidance or assistance is necessary to promote the 
economic development of such nation. 

(b) Each participating nation shall cooperate in the program established by 
this Act by preparing, in consultation with the regional bank for the region in- 
volved, plans for the development of national and local economic programs and 
projects and plans for the development and strengthening of family self-help 
in the conduct of such programs. 

(c) In addition, each such nation, as a condition of its participation in the 
program established by this Act, must agree 

(1) to take all reasonable steps to insure the maintenance of law and 
order within its jurisdiction ; 

(2) to refrain from acts of international aggression or interference with 
the governments of other nations, and to take steps to insure that neither 
its central national bank nor any other instrumentality of its government 
will support any military project or other program of international aggres- 
sion; and 

(3) to cooperate fully with the governments of other nations in carrying 
out the program established by this Act and in all other matters. 


TITLE IV—MISCELLANEOUS PROVISIONS 
rERMS OF ASSISTANCI 


Sec. 401. It is the objective of the Congress that the program established by 
this Act shall be self-sustaining and self-liquidating at each level of its opera- 
tion. The Central Market and each regional bank shall accordingly impose 
such reasonable fees or charges for its services under the program, and extend 
the assistance provided for by this Act on such terms and conditions, as will 
result in the achievement of that objective. In addition, no national bank 
created pursuant to section 308(a) shall approve or support any project assisted 
under this Act unless (1) such national bank has determined and certified to 
the regional bank for the region involved that the project will be carried out in 
such manner and subject to such terms, conditions, and financing arrangements 
as will ensure that it will be completely self-liquidating within a reasonable 
period of time, and (2) such national bank has agreed to guarantee the project 
to the extent of the assets available to it. 


EMERGENCY ASSISTANCI 


Sec. 402. In addition to its other functions under this Act, the Central 
Market shall have authority to make loans and grants of food and other goods 
and commodities, on such terms and conditions as it deems appropriate, when 
necessary on account of crop failures or other emergencies in any part of the 
world: and it shall establish and maintain a reasonable reserve of goods and 
commodities for use in such emergencies in accordance with this section. 
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FUNDS FOR SPECIAL PURPOSES 


Sec. 408. (a) From each of the five regional pools described in section 202(d), 
there shall be set aside and held in a special fund— 

(1) an amount equal to 1 per centum as a reserve against losses, and 

(2) an amount equal to 1 per centum as an insurance reserve for use in 
carrying out the insurance and guaranty program provided for in section 
202(b)( ). 

(b) In addition, up to 25 per centum of the amount in section 403-(1) and 
(2) available in each of such five regional pools, when not needed for current 
expenditure in carrying out the other purposes of this Act, may at the dis- 
cretion of the Administrator be set aside and held in a special fund to be used 
(on terms and conditions to be specified in each case by the Administrator) for 
the conduct of research projects and the development of educational facilities 
in the region involved. 


The Cuarrman. The committee will go into executive session. 
(Whereupon, at 11:15 a.m., the committee proceeded into execu- 
tive session. ) 


Xx 
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FUNDS FOR SPECIAL PURPOSES 


Sec. 403. (a) From each of the five regional pools described in section 202(d), 
there shall be set aside and held in a special fund— 

(1) an amount equal to 1 per centum as a reserve against losses, and 

(2) an amount equal to 1 per centum as an insurance reserve for use in 
earrying out the insurance and guaranty program provided for in section 
202(b)( ). 

(b) In addition, up to 25 per centum of the amount in section 403 nd 
(2) available in each of such five regional pools, when not needed for ent 
expenditure in carrying out the other purposes of this Act, may at the dis- 
cretion of the Administrator be set aside and held in a special fund to be used 
(on terms and conditions to be specified in each case by the Administrator) for 
the conduct of research projects and the development of educational facilities 
in the region involved. 


The CuatrmMan. The committee will go into executive session. 
(Whereupon, at 11:15 a.m., the committee proceeded into execu- 


tive session. ) 


x 











